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GEM price tags help sell appliances 
on the display floor. 


See Playhouse 90 on CBS-TV. 




















These 15 suppliers to the Gas Industry are contribut- 
ing to a brighter future for themselves and for their 
customers: 


Rockwell Manufacturing Co. 
M. B. Skinner Co. 
Sprague Meter Co. 


Superior Meter Co. 
Subsidiary of Neptune Meter Co. 


The Tapecoat Co. 
U. S. Pipe and Foundry Co. 


Vulcan Rubber Products 
Division of Reeves Brothers, Inc, 


American Cast Iron Pipe Co. 
American Meter Co. 
Cleveland Trencher Co. 
Fisher Governor Co. 

E. F. Griffiths Co. 

Koppers Co. Inc. 

Mueller Co. 

Pipe Line Service Co. 





All suppliers are invited to join the GEM program. 
To participate, ask any GEM sponsor or write 
Gas Equipment Manufacturers Group, Room 2925, 
60 East 42 Street, New York 17, N. Y., for information 
about contributing to Gas Industry progress. 





where they’re most receptive to home 
improvement ideas. 


GEM national magazine advertising bats 1.000 — selling 
millions of homeowners on the comforts and convenience of 
GAS for the 7 big household services. 


Advertisements in the Saturday Evening Post, Better Hom 
& Gardens, New Homes Guide and Home Modernizing 
sell gas, gas appliances and gas equipment. They help insur 
the future growth of the Gas Industry. 

Gas utilities gain added impact from these advertisements 
by publishing free GEM ad mats in local newspapers. 
Others use free reprints to dramatize the advantages of 

gas service. 


Published as a service to the Gas Industry by 


AMERICAN, 


METER COMPANY 


(ESTABLISHED 1836) 









INCORPORATED 


Suppliers to the Gas Industry for: 
lroncase, Tinned Steelcase, Aluminumcase and Welded Steelcase Meters 
American-Westcott Orifice Meters * Instruments « Reliance Regulators 
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for federal and state regulation of both 
privately owned and operated utilities and 
publicly owned and operated utilities, on a 
fair and nondiscriminatory basis; for non- 
discriminatory administration of laws; for 
equitable and nondiscriminatory taxation; 
and, in general—for the perpetuation of the 
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P laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


bifelines of the nation / 


























To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 43500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 
Grorce A. Murpny, President 


Public Utilities Department—Joun F. Cuitps, Vice Presiden: in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

















‘Tom 


POLLARD 


One of our “brain” specialists, Tom 
Pollard, helps run our mighty elec- 
tronic computer. This mechanical 
‘*brain”’ performs wonders in account- 
ing, helps engineers solve difficult 
problems quickly. By making work 
easier and saving time, this machine 
cuts operating costs — one of many 
ways we hold down the price of serv- 
ice. As California booms, so does 
demand for service (this year we 
will net more than 54,500 new gas 
customers). Our customers can 
count on men like Tom Pollard and 
everyone at P.G.and E. to keep gas 
service an excellent bargain. 


Pp ° GE: 


Pacific Gas and Electric Company 


é 


* 


+ % 
a +e 








O NCE more we are privileged to publish 
in this issue, especially devoted to 
matters of interest to the natural gas util- 
ity industry, an exclusive message from 
the president of the American Gas Asso- 
ciation, J. THEODORE WOLFE, who is also 
president of Baltimore Gas & Electric 
Company. In the opening article in this 
issue Mr. Wo ft tells us about the pro- 
gram of the American Gas Association 
in carrying out the theme of its 41st con- 
vention at Chicago October 5th to 7th, 
which is “New Horizons for Growth and 
Service.” 


A NATIVE of Pennsylvania and a gradu- 
ate of Penn State and Harvard School 
of Business Administration, ‘“TED” 
WOLFE joined the Baltimore Gas & Elec- 
tric Company in 1932 and rose to a posi- 
tion of vice president by 1946. He became 
executive vice president in 1950, and as- 
sumed his present position-as head of the 
company in 1957. 


<_< = 


ee gas industry is still hearing reper- 
cussions from the recent decision of 
the Federal Power Commission in the so- 
called “El Paso case.’’ In his article be- 
ginning on page 582, RicHarp A. Rosan, 
vice president and general counsel of Co- 


WILLIAM R. CONNOLE 


J. THEODORE WOLFE 


lumbia Gas Service Corporation, gives us 
the benefit of his informed analysis of the 
impact of this opinion on natural gas 
regulation generally. Mr. RosaNn is a 
graduate of Cornell (AB, ’33) and Yale 
(LLB, ’36) universities. Prior to joining 
the Columbia Gas System in 1951, he prac- 
ticed law in New York with the firm of 
Cravath, Swaine & Moore. 


* * * 


M. Banks, whose article on gas pric- 
* ing begins on page 601, is a former 
president of the American Gas Associa- 
tion (1954-55), as well as president 
and general manager of Southern Califor- 
nia Gas Company. He attended Riverside 
Junior College, in California, Colorado 
School of Mines, and Massachusetts Insti- 
tute of Technology. He joined the civil 
engineering department of Southern Gas 
in 1922, and rose through successive pro- 
motions to his present post in 1950. 


* *k * K 


ILLIAM R. CONNOLE gives us a 
W vrather interesting comparison of the 
natural gas pipeline industry’s dilemma of 
rising rates and possible competition with 
other fuels in his article beginning on 
page 594. Mr. CoNNOLE is a native of 
Connecticut and a graduate of George- 
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PARTNERS 
IN 
PROGRESS! 


ona solid foundation of advanced planning, is the keynote of the magnificent progress of Eastern 

nns,ivania...a thriving industrial-agricultural area within 200 miles of one-third of the nation’s 

«tion. UGI is proud to be a partner in this progress . . . keeping ever ahead of the growing demand 

GA> through continued investments in plant, service and distribution facilities. @ To hundreds of 

‘es and thousands of homes in the Eastern Pennsylvania area, the GAS line is the life line. And, in 

1g new industries and new residents to the area, a plentiful supply of this clean, safe, dependable 

‘ reasonable rates is a major incentive @ UGI is ready for today ... and the future with ample 

'y for this rapidly expanding area. We look forward to brilliant progress and growth in the com- 
it'2s we serve with GAS .. . Eastern Pennsylvania’s outstanding fuel value! 


THE UNITED GAS IMPROVEMENT COMPANY 











PAGES WITH THE EDITORS (Continued) 


town University (BA, LLB). He first 
got into regulatory work as an assistant 
to Interstate Commerce Commissioner 
Walter M. W. Splawn, and later as an 
ICC attorney-examiner. From 1950 to 
1955 he was counsel to the Connecticut 
Public Utilities Commission and was ap- 
pointed by President Eisenhower to the 
FPC in 1955. 


* * *K * 


Here Massey, whose article on the 
gas industry’s contribution to the 
national economy appears on page 606, 
has been managing director of the Gas 
Appliance Manufacturers Association 
since October, 1955. He joined the asso- 
ciation in 1946 as assistant managing di- 
rector. From 1939 to 1946 Mr. Massey 
was gas equipment sales manager for the 
American Radiator and Standard Sani- 
tary Corporation in Pittsburgh, and prior 
to that (1931 to 1939) he -had been gen- 
eral sales manager of American-Stand- 
ard’s American Gas Products Corporation 
Division. He had previously been chief 
engineer of the Standard Gas Equipment 
Corporation (1923-31). Mr. Massry 
holds an ME degree from Stevens Insti- 
tute of Technology and makes his home 
in West Englewood, New Jersey. 


Seed B. EcKLEs, whose article on the 
importance of professional economic 
analysis and the work of the FPC begins 
on page 614, is a professor of history at 
Purdue University, who has specialized in 


ROBERT B. ECKLES 


HAROLD MASSEY 


modern European and English history. 
He has also been interested in European 
and American economy and has recently 
completed the first case study of a natural 
gas transmission line for the Indiana His- 
torical Society. It is a historical account 
of the Panhandle Eastern Pipe Line Com- 
pany. 


LTHOUGH this issue is almost entirely 
devoted to natural gas matters for 
reasons above stated, we must, with edi- 
torial red faces, confess to a typographical 
error in connection with the frontispiece 
published in our August 27th issue. This 
was a handsome view of the Ohio Valley 
Electric Corporation’s Clifty Creek dam 
at Madison, Indiana. But the gremlins in 
the composing room, aided and abetted by 
a hot spell in the editorial office, managed 
to transpose this structure many miles up- 
stream to the region of Lake Mendota at 
Madison, Wisconsin. We “promised our 
friends in the American Power & Light 
Company system that we would restore 
their plant to them at its proper site in 
Indiana, in good working order. Wiscon- 
sin will simply have to struggle along 
without it; but then they have got some 
fine plants there, too. 


THE next number of this magazine will 


be out October 22nd. 
Tae Ochletore- 
———rr™ 
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f BROAD RANGE OF SERVICES FOR THE GAS INDUSTRY . . . CONSULTING ENGINEERING... 
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ORROSION CONTROL... DESIGN AND CONSTRUCTION ... FINANCIAL AND BUSINESS STUDIES... 


INDUSTRIAL RELATIONS . . . INSURANCE, PENSIONS AND SAFETY... 
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or a complete outline of the services Ebasco offers, send for ‘The Inside Story BB ASco 
Df Outside Help.” Address Ebasco Services Incorporated, Dept. W., Two Rector 

treet, New York 6, N. Y. <p 
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EW YORK + CHICAGO + DALLAS + PORTLAND, ORE. + SAN FRANCISCO + WASHINGTON, D. C. 





C om In Q IN THE NEXT ISSUE 


(October 22, 1959, issue) 


* 


USITA AND THE INDEPENDENTS’ FUTURE 
The first vice president and probable president during the coming year of the United 
States Independent Telephone Association is Foster B. McHenry, who is also president 
of Capital City Telephone Company of Jefferson City, Missouri. He has prepared an 
article explaining the vital function of the USITA in promoting and maintaining the 
welfare ot the smaller independent telephone companies throughout the United States. 


NEW PRODUCT PROGRAM HELPING BELL SYSTEM PROSPER 
William R. Reiss, administrator, new product planning, American Telephone and Tele- 
graph Company, gives us an account of the work and planning going on throughout 
the Bell system to make the telephone of even greater service to the American public 
and to acquaint the average subscriber with the availability of a variety of telephone 
appliances and special services not heretofore on the public service market. 


THE TELEPHONE HOUSEHOLD: A PROFILE 
What kind of a fellow is the average telephone subscriber? How big is his family? 
What kind of house does he live in, and how much does he make? Not long ago O. E. 
McIntyre Incorporated conducted a survey on the nation's telephone households to 
find out such characteristics of average subscribers as size, income, location, etc. 
Edward A. MacNeal, research director, tells us about this fascinating profile of the 
telephone household, based on census figures and other authoritative sources. 


VOLUNTEER MEDICAL ENGINEERS... TELEPHONE PEOPLE LEND HELPING HANDS 
The bread-and-butter job of LeRoy J. Ryan is electrical and communication engineer- 
ing in the engineering department of Illinois Bell Telephone Company in Chicago. His 
avocation is being president of SAVE, which stands for Service Activities of Volunteer 
Engineers. This article tells how a group of lilinois Bell men have volunteered their 
know-how to help medical research in fighting cancer, heart disease, and infant deaths. 


INTERNATIONAL REGULATION OF COMMUNICATIONS IN THE SPACE AGE 
In mid-August the International Telecommunications Union gathered for a most im- 
portant conference in the city of Geneva, Switzerland. One of the top items on the 
agenda was the question of regulating communications in the light of the rush of de- 
velopments in the conquest of space. Already messages are being bounced off the 
moon, and man-launched satellites and missiles are being tracked to the moon and 


into outer space. Francis X. Welch, editor of PUBLIC UTILITIES FORTNIGHTLY, 


tells about the Geneva meeting. 


TELEPHONE BRIEFING ON THE MOTEL 
The motel is a comparatively new and particularly American development in the long 
tradition of inn keeping. A cross between the modern hotel and the economical hostel 
of European hikers and cyclists, the motel is fast becoming a major industry with pe- 
culiar demands of its own for public service, especially telephone service. John Map- 
pelbeck, free-lance writer, has written about this particular angle of very recent origin. 


MOTHER BELL NEEDS SOME NEW FRIENDS 
James H. Collins, Washington writer, has made another one of his entertaining one- 
man surveys of public relations practices and problems in the telephone business dur- 
ing this period of frequent rate cases and rising customer resistance to rate increases. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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THE BEST METHOD OF MAINTAINING 
TO-DATE BILLING ANALYSES se 


The “One-step” Method delivers monthly reports in presenting rate cases — public service commissions 

a matter of days instead of weeks. Rate engineers readily recognize and accept analyses supported by 

using this service know its value in checking and R & S “One Step” reports. 

comparing seasonal consumption, and in planning 

for the future. Also, in the event of a pending rate There are other provable reasons why you should 

cise, the monthly reports make it a simple matter investigate the “One Step” Method—all the work is 
» prepare supplemental data when the case is called done in our office—figures are produced faster and 


hearing. The service has still another value in more economically than by other methods. 


our “quiry is invited. We would like to send you 
ur S00klet describing the ‘“‘One Step’’ Method 
— write Dept. U-2 (no obligation) 


ORDING & STATISTICAL 


CORPORATION 








This exclusive R & S service is made possible by this 
machine of our invention. 


bixth Avenue - New York 13, N. Y. 





Louk CEawke 


“There never was in the world two opinions alike.” 


W. W. KEELER 
Executive vice president, 


Phillips Petroleum Company. 


Dwicut D. EISENHOWER 
President of the United States. 


Barry GOLDWATER 
U. S. Senator from Arizona. 


GEORGE MEANY 
President, AFL-CIO. 


WILLIAM HENRY CHAMBERLIN 
Columnist. 


L. F. McCoLt_um 
President, Continental Oil 
Company. 


—MONTAIGNE 





“Regardless of all the machines and equipment, it’s 
people who do the job.” 


¥ 


“We know that heavy-handed centralization, the loss 
of local responsibility, leads to the loss of local authori- 
ty and finally of individual freedom.” 


¥ 


“Are we going to succumb to central bureaucracy or 
Socialism as did our predecessors? The American pub- 
lic is faced with a choice between free government that 
our forefathers gave us or out-and-out bureaucracy.” 


. 


“Tf Socialism means that under a democratic system 
there are people who desire to secure for the great mass 
of folks a better share of the wealth the economy pro- 


duces and by providing a broader base of purchasing 
power to keep the economy moving forward—if that is 
Socialism, then I guess I am a Socialist and have been 
all my life.” 


¥ 


“If the men who signed the Declaration of Independ- 
ence could revisit the American Republic tomorrow 
they would be amazed by many things. They would find 
causes for pride and satisfaction in the development of 
their handiwork; they would also find causes for .. . 
regret. . .. Committed to the ideal of a limited govern- 
ment of divided powers, they would not, one suspects, 
be admirers of a proliferating centralized bureaucracy. 
And they would see as symptoms of moral softness the 
modern tendency to use public money as a bribe to 
voters and the widespread tendency to substitute state 
help for self-help.” 


* 


“All countries which are fortunate enough to have po 
tential oil deposits should encourage the discovery ani! 
development of those resources. In a world where malnu 
trition, illiteracy, and disease still exist we cannot afford t 
follow policies and practices which would have the effec 
of locking up one of our richest sources of cheap energy 
All parties to voluntary agreements should faithfull 
observe the terms of their contracts. Sound and profit- 
able commercial relationships can be built only upo: 
a foundation of commercial integrity. International o 
affairs should be conducted with proper regard for th 
rights, needs, and aspirations of both the producing 
and consuming nations.” 
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Service is a very personal thing... 


e ar- all kinds of service! Sure, service is check- 


B thermostats for accurate response, adjusting 


ers on furnaces and ranges. 
t service, to Minneapolis Gas Company, means 


fat “cal more than that. It means giving you, 


ustmer, exactly what you need . . . not only 
bu: five years from now. 


Do you want to eat your plant, coo/ your store? 
Sterilize hospital equipment, heat a swimming pool, 
run a laundry, cook meals for hundreds of hotel 
customers . . . or just dry a toddler’s overalls on a 
rainy day? Minneapolis Gas Company will 
plan and deliver the exact service you need. 


go first-class...with gas! Minnegasco 


© 1959 
Minneapolis Gas Company 






















Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 





Its advertising pages provide a means of putting your stor 
oe 5 a als Sitti laa y 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 







To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 








THE ANALYSTS JOURNAL 
82 Beaver Street, Room 1512-14 
New York 5, N. Y. 


Gentlemen: 


O Please enter my subscription for one year at the subscription rate 
of $5.00—United States; $5.50—Canada. 


0 Please send me your advertising brochure. 
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TRILLION? 


United Gas Corporation and its wholly-owned subsidiaries sold more than one trillion cubic 
feet of natural gas in each of the past six years — 1,304,000,000,000 cubic feet in 1958. 
United continues to be the ‘‘world’s largest handler of natural gas.”’ 


CRUDE OIL —The producing subsidiary sold 
nearly 6.5 million barrels of crude during 
the year. 

NATURAL GASOLINE — Some 250 million 
gallons of natural gasoline and other liquid 
hydrocarbons were extracted from proc- 
essed gas. 

MINING — A subsidiary in which United Gas 
Corporation has a 75% interest is engaged 


in the mining of sulphur in Texas, potash in 
New Mexico, and copper and molybdenum 
in Arizona. 


OTHER INTERESTS — United Gas Corpora- 
tion has a 50% interest in a chemical com- 
pany manufacturing ammonia fertilizer, poly- 
vinyl chloride resin and methanol, and has 
substantial interest in a company which 
up-grades raw gasoline and condensate to 
produce high-quality motor fuel. 


CAPITAL EXPENDITURES NEARLY $60 MILLION PER YEAR 
United’ Gas Corporation and its subsidiaries have made capital expenditures averaging nearly 
$60 million annually over the past ten years—to explore for oil and gas, to connect new reserves 
of natural gas to the pipe line system, to extend gas service to new customers and augment 
deliveries to existing customers, to develop sulphur, potash and chemical properties and to 


build a copper and molybdenum mining facility. 
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EDGAS CORPORATION ® UNITED GAS PIPELINE COMPANY ® UNION PRODUCINGCOMPANY 


ANOTHER MAJOR UNIVAC BREAKTHROUGH FOR BUSINESS-AMERIC 


adds its unique speed, memory capacity, versatility 


\UNIVAC 
+) SOLID-STATE 
0-90 COMPUTER 


Now .. . the speed and limitless storage capacity of tape 
have been added to the Univac Solid-State Computer. 
This means to you: 

No matter what kind of data-processing system you now 
have—80-column cards, 90-column cards, metal tape or 
plastic tape—you can profit from the latest in the new gen- 
eration of UNIvAcC Solid-State computers with higher 


THE FIRST NAME IN ELECTRONIC DATA PROCESSING 


performance, at lower cost than any other system 
the market. 


Be sure to get all the facts about this major UN 
breakthrough and what it could mean to your busi 
in terms of economy, efficiency, profit. Find out wh 
the past six months over 150 leading businesses h 
joined in the switch to UNivAc Solid-State Comput 











DIVISION OF SPERRY RAND CORPORATION + 315 PARK AVENUE SOUTH, NEW YORK 10, NEW YORK 





ROWING WITH NEW JERSEY 


Dynamic Company in a Dynamic State! 







INDUSTRIAL PLANT 
SALES ADDITIONS 
(MCF) 


ARS erties RRS eee 


S. fennel 
CUSTOMER 
REVENUES 
PER SHARE 


EARNINGS 8 S 3,820,000 


500,55! $ 3,226,689 


$ 2,680,039 





$ 2,514,034 


$1,969,621 


$1,566,323 


$ 1,584,161 





sperving the fastest growing areas 
“in one of the fastest growing 
“states in the country. 









Has tools oe will travel ! 1Oialbinvaerctelommelaetsy 
emergency servicemen swear by this Dodge V-8 Tradesman, and for 


good reasons. Besides pick-up load space, it has lock-up room for all 


tools. And with famous Dodge dependability, it has these advantages 





that come in handy on all service calls: 45 hp. more than Truck ‘‘C’’, 
19 more than Truck “F’’. . . shortest turning radius . . . the largest 


payload, load space, and brakes in the low-priced 3. | 





You can choose a powerful V-8 or thrifty Six, 3- or 4-speed trans- 
mission—even push-button automatic LoadFlite. See your Dodge 
dealer about this Tradesman, or any Dodge truck up to 49,000-lb. 
G.V.W. Power Giants. Find out why... 


% WererenvA 
- > rn D are [exe 
Trucks 








A king-sized tool chest on wheels . . . that’s the Dodge Tradesman 
Tools and supplies stow neatly, where you can reach them quickly. 
for everything. All compartments lock. Available sliding roof | 
pick-up load space, between body sides. Choice of two body style 











BLOossomING ST. LOUIS AREA 


ed bv Laclede Gas Company is spreading out in all ning to increase the supply and availability of gas to all 


; these days. New urban expressways, vast 

opciitan developments and suburban subdivisions 

a healthy population increase—20 per cot since 
and industrial expansion. 


of its customers. Through the successful development 
of underground storage, the steady expansion and 
reinforcement of its system and the streamlining of all 


phases of its operation, Laclede is overlooking no avenue 
ede Gas Company is blossoming, too-lgérking to of action in its efforts to meet the requirements of 
the community’s growth with resourceful plan- growing St. Louis. 
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LACLEDE GAS COMPANY 
SAINT LOUIS, MISSOURI 


> Service to Industry in a Strong St. Louis 
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Throughout its service territory—in Ohio, 
Pennsylvania, West Virginia, Kentucky, 
Virginia, Maryland and southern New 


York — natural gas continues to be the 
preferred fuel for home and industry. 
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serves a very special 
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THE COLUMB 
SYSTEM. |§ | 
COLUMBIA GAS SYSTEM SERVICE CORFE “OP 
COLUMBIA HYDROCARBON CORPO 
y i 


120 EAST 416t STREET, NEW YORK | 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCt 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 


We’re all set 
to install the meter 


for our 


7 200,000" 


natural gas 
customer 


25 N. MAIN STREET DAYTON 1, OHIO 





The design work on all these new 


substations is going to be hard 
GIVE YOUR NON-ROUTINE 
to handle with our present force. OPERATIONS MEEEEER 


Design and Consulting 
Engineering Services 
Pioneer has specialized in design- 


Of course! They have enough ing power plants for 57 years. It 
offers design service for fossil fuel, 


to do handling routine duties. hydro and atomic plants. It will 


Why don’t you call in Pioneer? also assist in forecasting load 
growth, in site selection, in pur- 
chasing and expediting of equip- 
ment and in supervising construc- 
tion. Pioneer's other services in- 
clude substation, transmission and 
distribution studies and design. 


Services in Regulatory Matters 
Pioneer offers its services in all 
phases of Federal, State and Local 
regulation including the rate base, 
depreciation analysis, cost of serv- 
ice studies, market analysis... 
certificate proceedings and rate 
of return. 


Corporate Services 
Pioneer's services in corporate 
matters include business and man- 
agement engineering advice, finan- 
cial, accounting and tax counsel 
and insurance and pension plans 
and programming. It operates a 
stock transfer.and dividend dis- 
bursement service and maintains 
stock ledgers when desired. 
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On your letterhead, write for " ° 
40-page booklet, “Pioneering Pioneer Service 
New Horizons in Power.” De- : ‘ 

scribes, illustrates Pioneer's & E Nn 01 Nn @ @ Yl ng C 0. 
engineering services, and cor- 


porate services, from financ- 231 South La Salle Street 
ing to operation. Chicago 4, Illinois 
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designer-fabricator-erector of 
yer piping has worked so closely 
the industry as Kellogg to meet 
increasingly more critical steam 
sure temperature requirements 
he nation’s electric utilities. 
ong « leader in the application 
ne newer alloys, and in the de- 
pm nt of better welding ma- 


a 


CHAWK 


SLPHIA 


COMPANY 


terials and welding techniques for 
the power generating industry, 
Kellogg is today privileged to an- 
nounce more than a dozen projects 
concurrently executed with the five 
major utilities, listed above. Each 
of these major assignments includes 
the use of Kellogg’s K-Weld® tech- 
nique for welding the main steam 


KELLOGG’S 


 FABRICATION- 


ERECTION 


SERVICES 


KEEP PACE 


and other critical lines, both in 
field erection and shop fabrication. 

Kellogg welcomes inquiries on 
its complete fabrication and erec- 
tion service to the power piping 
industry from consulting engineers, : 
engineers of power generating com- | 
panies, and manufacturers of boil- 
ers, turbines, and allied equipment. 


abricated Products Sales Division, THE M. W. KELLOGG COMPANY, 711 THIRD AVENUE, NEW YORK 17,N.Y. 


A SUBSIDIARY OF PULLMAN INCORPORATED 


The Canadian Kellogg Co., Litd., Toronto e Kellogg International Corp., London e Kellogg Pan American Corp., Buenos 
Altres e Societe Kellogg, Paris «Companhia Kellogg Brasileira, Rio de Janeiro e CompaniajKellogg de Venezuela, Caracas 
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POWER PIPING—-THE VITAL LINK 
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42 ft. boring mill-rough cuts a stay ring for one 


of the world’s most powerful hydraulic turbines. 


Newport News builds six king-size turbin 


for Niagara Power Project 


These skilled Newport News machinists are milling 
a stay ring for one of six 200,000 hp. Francis-type 
hydraulic turbines. Before they’re finished, they’ll 
turn out five more turbines—the world’s most 
powerful—for the Lewiston Power Plant of the 
Niagara Project. 

Newport News has not only the men, but the 
facilities to take a job like this in its stride... 
your job, too. For example, the 42 ft. boring 


Engineers . . . Desirable positions available at 
Newport News for Designers and Engineers in 
many categories. Address inquiries to Employ- 
ment Manager. 





mill pictured above was designed and built 
Newport News. 

The large engineering and technical staffs, a 
of iron, brass and steel foundries, five huge mac 
shops, and additional specialized equipment 
Newport News a leader in the production 
hydraulic turbines, valves, gates, penstocs, 
other water power equipment you need. 

Consult Newport News engineers on prelimi 
design recommendations at no obligation. 


Shipbuilding and Dry Dock Compa 
Newport News, Virginia 
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Thursday—8 


California Natural Gaso- 
line Association begins fall 
meeting, Pasadena, Cal. 


ei) 


Friday—9 


Indiana Electric Assocta- 
tion ends three-day annual 
convention, French Lick, 


Ind. 


Saturday—10 


Independent Natural Gas 
Association of America will 
hold annual meeting, Phoe- 
mx, Ariz. Oct. 26, 27. 
Advance notice. 


Sunday—11 


United States Independent 

Telephone Association be- 

gins national convention, 
Chicago, IIl. 





Monday—12 


National Association of 

Railroad and Utilities Com- 

missioners begins conven- 
tion, Philadelphia, Pa. 


Tuesday—13 


Annual Gas Measurement 
Institute begins, Liberal, 
Kan. 


Wednesday—14 


Wisconsin Utilities Asso- 

ciation begins operating 

and sales convention, Mil- 
waukee, Wis. 


Thursday—15 


Southeastern Electric Ex- 
change, Engineering and 
Operation Section, begins 
fall meeting, Atlanta, Ga. 





Friday—16 


American Society for Test- 

ing Materials ends six-day 

necting, San Francisco, 
Cal. 


© 


Saturday—17 


American Home Laundry 

Conference will be held, 

New York, N. Y. Oct. 29, 
30. Advance notice. 


Sunday—18 


American Trucking Asso- 
citations, Inc., begins annual 
convention, Los Angeles, 


Cal. 


Monday—19 


National Safety Congress 
begins, Chicago, IIl. 





Tuesday—20 


“American Society of Asso- 

ciition Executives begins 

annual meeting, Boca Ra- 
ton, Fla. 





Wednesday—21 


New England Gas Associa- 
tion, Operating and Ac- 
counting Divisions, begins 
meeting, Hartford, Conn. 





Thursday—22 


Edison Electric Institute, 

Statistical Committee, be- 

gins meeting, Hot Springs, 
Va. 





Friday—23 


Natural Gasoline Associa- 

tion of America begins 

southern regional meeting, 
Tyler, Tex. 














Photo by Nat Fein, New York Herald Tribune 
Bustles! Gaslights! One-horse Shay! 


The gay nineties were recreated in modern New York when a Worth street textile 
company wanted to individualize its business by capturing the charm of 
this turn-of-the-century era. Gas street lamps of authentic vintage 
were permanently installed in front of the establishment. 
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The Gas Industry 
Looks to New Horizons 





The gas industry under AGA leadership has begun to vastly expand its re- 
search program. Out of it will emerge sales stratagems in the form of better 












By J. THEODORE WOLFE* 


President, American Gas Association 


appliances, more efficient production, and resultful promotion techniques that 
will give added impetus to the swelling tide of increased business the future 
holds for aggressive gas utilities. The "past is merely prologue" of what is yet 


T was 1816. We were a young nation 
of only 19 states and only a dozen 
cities with more than 8,000 inhab- 

itants. 

James Madison, our fourth President, 
was near the end of his second term of 
office and John Marshall was halfway 
through his 34-year tenure as Chief Jus- 
tice. 





*Also president, Baltimore Gas & Electric Com- 
pany. For additional personal note, see “Pages 
with the Editors.” 





to be. 





The United States adopted its first pro- 
tective tariff and the Supreme Court 
established its right to reverse the deci- 
sion of a state court. 

And that, too, was the memorable year 
in which the gas industry had its humble 
beginnings in America. 

In the century and a half since its un- 
heralded debut in Baltimore, the gas in- 
dustry has experienced acute growing 
pains; sometimes its progress became 
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laboriously slow; sometimes it appeared 
to be at a dead standstill; and, on many 
occasions, some gloomy prophets pontifi- 
cated that it was certainly headed for 
extinction. 

Today, echoing Mark Twain’s protest 
that “reports of my death have been 
greatly exaggerated,” the gas industry is 
still thriving, growing faster, larger, and 
stronger than ever before. It has become 
a spectacular example of longevity, vigor, 
and usefulness. 

“The best prophet of the future is the 
past,” Lord Byron said. But it becomes 
increasingly apparent that his observation 
does not apply to the gas industry. 


HE expanding versatility of this great 

energy fuel was not even intimated 
a few years ago, when it was considered 
limited to such uses as lighting, cooking, 
and heating. Who could have foreseen its 
vast importance of today for air condi- 
tioning, for refrigeration, for drying 
clothes, for incineration, for thousands 
of commercial and industrial applica- 
tions? What was there in the past to even 
hint at such a future achievement as a 
forced-air gas furnace operated by gas 
alone? 

The first century and a half for the 
gas industry obviously serves as no cri- 
terion for the future. The past, therefore, 
serves only as a measuring device to as- 
certain how far and how fast we have 
advanced. The accent is on tomorrow. 

Gas people everywhere, the hundreds 
of thousands who work for it and invest 
in it, are eagerly looking ahead to new 
opportunities and greater accomplish- 
ments. It thus is only natural that the 
theme of this year’s American Gas Asso- 
ciation convention is: “New Horizons 
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for Growth and Service.” Incidentally, 
you must have detected that gas is un- 
mistakably linked with growth and serv- 
ice. It happens to be true. 


Future Is Exciting 


OD gumees the 41st annual AGA con- 

vention, the people who serve gas 
to every corner of this nation are getting 
down to brass tacks. They are exploring 
New Horizons from all viewpoints—deal- 
ing with research, supply, management, 
operations, sales, financing, and other 
specifics. They are excited about the fu- 
ture and confident of success. 

The New Horizons which the gas in- 
dustry faces are not mirages. They are 
realities, close at hand and accessible. The 
New Horizons are regarded as destina- 
tions, definite goals which can and will 
be reached. Take research, for example. 

AGA decided last year to reappraise 
the entire gas industry research effort, 
making a study which would reveal not 
only what was being done but what more 
should be done to insure our future. The 
Battelle Memorial Institute was engaged 
to survey the industry and offer recom- 
mendations on the scope and financial re- 
quirements of an expanded research pro- 
gram. 

The study revealed that the industry, 
to capture and hold the imagination of 
the public with the modernity and supe- 
riority of gas, must provide a continual 
flow of newer, better, more economical, 
more convenient, and more attractive ap- 
pliances. 


More Money Urged for Research 


penne recommended that AGA’s 
present $2 million annual research 


budget be doubled at the earliest possible 
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date, and that it be increased to $6 mil- 
lion as soon thereafter as might be prac- 
ticable, preferably by 1965. 

But even this expansion was not 
deemed fully adequate by the survey ex- 
perts. They recommended that research 
at the company level—primarily among 
appliance and equipment manufacturers 
—also be stepped up in scope and budget. 


The entire industry, Battelle said, should 
raise its total annual research expendi- 
tures from the present $4.8 million to $9 
million as soon as possible, and to $14.5 
million by 1965. The recommended 1965 
budget would include $6 million to be 
spent by PAR, $7 million by manufac- 
turers, and $1.5 million by gas com- 
panies. 


IMPLEMENTATION OF the Battelle recommendations already has begun un- 
der AGA's leadership. The association's board of directors has taken the all- 
important first step by approving the raising of $600,000 in additional PAR 
research funds in 1960. This amount excludes the normal increase in research 
subscriptions which, on the basis of predicted industry revenue growth, repre- 
sent about $100,000 annually. With such a $700,000 increase during each of 
the next five years, AGA will be able to meet the $6 million budget recom- 


mended by 1965. 


Product development, vital though it is 
to the future, does not represent the sole 
objective of the expanded research pro- 
gram. While approximately half of the 
first year’s budget will be devoted to re- 
search aimed at market retention and 
acquisition, the other half will be equally 
divided between projects dealing with the 
improvement of gas industry operations 
and the development of future sources of 
supply. 

Just how tomorrow’s research funds 
should best be spent can be summarized 
briefly: They should be used to tailor 
every new gas appliance, every utilization 
technique, and every operating system to 
its task. This is the only way to meet and 
beat competition—by insuring that each 
is perfectly suited to its job. 


Promotion Presents a Challenge 
r the New Horizons for research are 

broad and challenging, there are 
equally promising vistas for the gas in- 


dustry to advertise and promote its prod- 
ucts and services. Already the thrusts of 
competition are being met with aggres- 
sive, hard-hitting programs at national 
and local levels—and it is no secret that 
these effective efforts will be stepped up 
to meet every challenge. 

Through AGA, the gas industry now 
spends nearly $6 million a year for na- 
tional advertising. This includes not only 
print advertising but the national tele- 
vision program, “Playhouse 90,” which 
has produced a strong sales impact and a 
clear image of a dynamic industry. 

Just how strong and how clear is borne 
out by research studies which have ana- 
lyzed the relative attitudes toward spe- 
cific gas appliances among “Playhouse 
90” viewers and nonviewers over the past 
several years. The surveys showed that 
the favorable attitudes toward gas have 
gained far more rapidly among viewers 
than among nonviewers, and the differ- 
ential is growing at an encouraging rate. 
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Promotional Undertakings 


eps tierce that the program is one of its most effective and most essen- 
tial activities, the gas industry now is sponsoring ‘Playhouse 90'' for the 
fourth straight year. Approximately $3.5 million will be spent for television in 


the 1959-60 season. An outstanding development in gas sales promotion is 
the Gold Star campaign, launched earlier this year as a direct and massive 


assault on the competition's traditional stronghold, the top-quality, higher- 

priced "'luxury'’ appliance. This gigantic drive—far and away the biggest 

promotion undertaken by the industry to date—was started by pushing top- 

of-the-line gas ranges built to the highest standards ever adopted. Eventually 
the program will be expanded to cover all types of gas appliances. 


Importance of Public Relations 
HILE advertising and promotion are 
instrumental in developing con- 

sumer preference for gas and thus con- 
tributing to industry growth, public re- 
lations programs at all levels play a vital 
supporting role in helping win and hold 
customers. Whenever the elements es- 
sential to continued gas industry health 
and prosperity are considered, the need 
for constantly improving the public’s 
image of our industry must be recog- 
nized. 

Meeting the challenge of public opin- 
ion demands a knowledge of existing at- 
titudes. A major move to determine this 
has been made in recent months. The 
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Opinion Research Corporation conducted 
a national survey of public attitudes to- 
ward the industry, the first such study 
in many years, and without doubt the 
most intensive ever made in the gas busi- 
ness. This confidential survey was jointly 
sponsored by AGA and the Independent 
Natural Gas Association of America. 


7 findings will serve as a valuable 
guide for the industry’s national pub- 
lic relations activities, as well as for the 
promotion and advertising programs 
which also carry the gas industry mes- 
sage to the public. The study should prove 
equally useful at the local community 
level where gas companies must often 
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serve in the face of public ignorance, mis- 
understanding, and, in some instances, 
indifference. 


Sales Prospects Are Bright 
a bape Horizons for customers and 
sales are extremely bright. Between 
now and the end of 1970, utility cus- 
tomers will increase from almost 33 mil- 
lion to more than 45 million. And a tre- 
wmendous gain will be shown in residential 


and heating customers—from approxi- 
mately 20 million to more than 34.5 mil- 
lion. 

Industry sales are, naturally, headed 
for a tremendous rise during this period 
—soaring from 86 billion therms to 162 
billion. 

Revenues will more than double 
—from about $5 billion this year to al- 
most $12 billion in 1970. 


OBVIOUSLY, THE EXPANDING MARKET for gas service will require huge 
expenditures for providing facilities for production, storage, transmission, and 
distribution. It is estimated that the nation's gas utility and pipeline companies 
will spend an average of nearly $3 billion annually in the next decade—going 
from $1.86 billion this year to $4.3 billion in 1970. I+ is thus readily apparent 
that the gas industry is making ever-increasing contributions to the nation— 
not only in providing service, comfort, and convenience for millions of Ameri- 
cans, but also as a potent factor in the U. S. economy in purchasing material 
and equipment required for vast expansion. 


HE gas industry is well aware that it 

will not go unchallenged in its rapid 
growth. Other fuel and power services 
also exist, and new ones are being de- 
veloped. Each has its particular applica- 
tions, of course, but there are and will 
continue to be important areas where 
these applications overlap and compete. 
The competitive situation, already keen 
in many fields, will undoubtedly become 
ever more intensive. 

The matter of competition is sometimes 
looked upon as a “battle of the fuels,” but 
the word “battle” suggests only a short, 
sharp engagement between opposing 
forces. Even “campaign” is inadequate, 
for that term generally applies to a series 


of battles in a specific area of operation. 

Actually, the competitive situation ap- 
pears to be more like a full-scale long- 
term war in which the gas industry, as a 
major energy industry, has enlisted “for 
the duration.” 


— gas industry is fully mobilized to 
meet the challenges which loom on 
the horizons immediately ahead. Every- 
thing that is being done—as reflected by 
the panoramic scope of this year’s con- 
vention—points to its resolute determi- 
nation to achieve victory. 

The industry is confident that it pos- 
sesses the man power, the armament, and 
the espirit de corps which will make it a 
winner. 
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Some Observations on the 


KI Paso Decision... 


[On August 10, 1959, the Federal Power Commission is- 
sued Opinion No. 326 in the Matter of El Paso Natural 
Gas Company, Docket No. G-4769. This decision deter- 
mines the jurisdictional rates of El Paso for the period 
April, 1955, through December, 1957. Since there are in- 
dications that the decision represents the policy of the 
commission with respect to the treatment of certain tax 
benefits, it has assumed special significance to the gas in- 
dustry. It has further implications because of its effect 
upon the evaluation by managements of integrated com- 
panies such as El Paso to undertake exploration, develop- 


ment, and production of natural gas.] 


HE evaluation of any decision must 

be made against certain basic prem- 

ises. For purposes of considering 
the El Paso case, the following premises 
are suggested : 

First, will the decision assure over the 
foreseeable future an adequate supply of 
natural gas for our nation? This must be 
a fundamental test of regulatory, as well 
as business, policies concerning the gas 
industry. The immediate impact upon gas 
supply or the impact during the next five 
to ten years is not the decisive test. The 
more important test is whether the policy 
will assure an adequate gas supply to justi- 
fy and support the present $20 billion 
gas industry for the indefinite future.’ 

*Vice president and counsel, Columbia Gas Sys- 
tem Service Corporation, New York, New York. 


For additional personal note, see “Pages with the 
Editors.” 
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By RICHARD A. ROSAN* 


The recognition of new economic 
forces by the investing public tends to be 
slow. 

An outstanding example is the con- 
siderable period of time it took the invest- 
ing public to realize how inflation under- 
mines the value of savings bonds. When 
such realization became widespread in the 
public’s thinking, hedges against inflation, 
such as common stocks, commodities, and, 
in some cases, real estate, became the 
order of the day. Thus, the economic 
impact of present decisions may not be 
felt in terms of gas supply immediately; 
nevertheless, their long-term implications 
will undoubtedly be recognized. If such 
long-term implications tend to be adverse 
to the production of gas, it may be too 
late at that time to correct the trend of 
public opinion. 





SOME OBSERVATIONS ON THE EL PASO DECISION 


ae will the decision assure a sound 
and economical growth of all seg- 
ments of the gas industry? For example, 
will the principles enunciated promote a 
degree of stability in the earnings of each 
segment of the industry? Will the impli- 
cations of the commission’s cost classifi- 
cation and allocation or rate design pro- 
cedures assure that expansion programs 
will be justified on the basis of realistic 
cost estimates? 

Third, will the decision be workable? 
For example, are the decision’s policies 
susceptible to universal application with 
generally equal treatment? A ramification 
of this test is whether in fact the decision 
resolves some of the pressing problems 
confronting the commission. This is most 
pertinent since it is apparent that the com- 
mission has attempted after long consid- 
eration to set forth some policies as a 
guide in future proceedings. 


 * alliggei what is the decision’s immedi- 

ate financial impact upon El Paso? 
This is, of course, a most important as- 
pect of the decision. A commission re- 
lease suggested that the refunds, to- 
gether with interest, for the impound- 
ment period of two and three-quarter 
years will be approximately $15 million. 
Apart from such information, it is ap- 
parent that a difference of approximately 
$10 million between the annual cost of 
service supported by El Paso and that 
allowed by the commission must have a 
substantial financial impact. 

As developed below, we are forced to 
negative conclusions on all four tests 
when evaluating the El Paso decision. 
With this background, let us consider 
three parts of this decision: (1) several 
miscellaneous items having regulatory 


significance; (2) the commission’s dis- 
cussion and conclusions with respect to 
certain cost classification, allocation, and 
rate design problems; and (3) the com- 
mission’s treatment of certain tax bene- 
fits (incentives) and return on well mouth 
properties. 


Miscellaneous Items 


A [HE commission approved over its 
° staff’s objection adjustments to the 
1955 test-year cost of service for wage 
increases, effective in May, 1956. In view 
of the fact that this decision was to cover 
not only nine months of 1955 but the 
years of 1956 and 1957, this adjustment 
does not seem unusual. What seemed un- 
usual was the staff’s objection to it. 


B THE commission permitted as an 

¢ item in the cost of service approxi- 
mately $48,000 written off as a business 
loss during the test year. Apparently, El 
Paso had advanced to a producer some 
$48,000 in the hope of obtaining future 
gas supply from such investment. By 1955 
it appeared that such investment should be 
written off as a loss. The commission’s 
action in including such loss as a cost in 
the test period is a most encouraging 
sign. It has been quite common in rate 
proceedings to eliminate losses or ex- 
penses incurred during a test period on 
the theory that they were nonrecurring. 
This has resulted in a continual penalty 
to the stockholders of regulated enter- 
prises. 

While the specific item might be non- 
recurring, it is also true that in most 
large business enterprises such as those 
appearing before the commission other 
nonrecurring losses and expenses will 
normally be incurred in subsequent years. 
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Thus, a cost of service may properly in- 
clude so-called nonrecurring losses during 
the test period if it may be reasonably 
expected that a company may experience 
in the ordinary course of its business com- 
parable losses or expenses in the future. 


THE commission approved the an- 

* nual accrual rates agreed to between 
the staff and El Paso, which included 4- 
4 per cent for storage properties and 3- 
4 per cent for transmission properties. 
The acceptance of these accrual rates is 
significant. Considering our dynamic tech- 


nological society, the factor of obsoles- 
cence and inadequacy is being greatly ac- 
celerated. Similarly, the competitive as- 
pects of the natural gas industry dictate 
conservative depreciation policies on the 
part of management. Thus, the adoption 
of higher rates should assist the industry. 
The decision is also significant in view 
of the considerable time and effort ex- 
pended by the staff and others in the 
pending Tennessee rate case at Docket 
G-11980 opposing Tennessee’s use of a 
34 per cent accrual rate on its transmis- 
sion property. 


WITHOUT EXAMINING the record to determine the validity of the 
study based upon the remaining life method for accruing annual de- 
preciation introduced by an intervener, it seems unfortunate that the 
commission deemed it necessary to attack so strongly on page 5 of its 
opinion? the remaining life method. Reputable authority supports such 
method, especially where one of the factors to be considered is the 
continuation of gas supply from present sources and the new invest- 


ment costs and possible retirement losses in the event of substantial 
changes in the sources or types of gas supply. 


On balance, these various miscellaneous 
items are generally favorable to the regu- 
lated company. They include within the 
cost of service dollars which the company 
must expend; unfortunately, too often 
regulatory orders indicate an unhappy 
tendency to eliminate from the allowed 
cost of service dollars of expense which 
are just as important as the dollars of 
return included in the total cost of serv- 
ice. 


Cost Classification, Allocation, and 
Rate Design 
_ presentation before the commis- 
sion with respect to cost classifica- 
tion, allocation, and rate design matters 
was, it is believed, most exhaustive. The 
issues on these matters were sharply con- 
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tested between the high load factor cus- 
tomers and the other customers of El 
Paso. Despite the wealth of testimony 
and evidence before it, the decision does 
not reflect any persuasive support for con- 
tinuation of prior policies or any con- 
structive revision thereof. 

In connection with the classification of 
costs, the commission reaffirmed its pol- 
icy that the production costs should be 
classified 100 per cent to commodity. As 
in the past, the justification for this clas- 
sification is that because the uniform prac- 
tice in the industry is to sell gas in the 
field on a straight commodity basis, there 
appeared to be no justification for a dif- 
ference in treatment of the costs of an 
integrated pipeline related to its produc- 
tion of gas. This rationale overlooks a 
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basic and generally universal provision 
in most field purchases; namely, the seller 
is protected by substantial minimum take- 
or-pay-for clauses.* The take-or-pay-for 
clause assures minimum revenues to a 
producer to compensate for the fixed 
costs connected with production proper- 
ties. 

From the point of view of the buyer, 
such clauses constitute a fixed obligation 
just as does the demand charge in a two- 
part rate. Where the pipeline undertakes 
to produce, it is entitled to the same 
measure of protection enjoyed by the in- 
dependent producer. Yet, in this case the 
commission has classified some $107 mil- 
lion of gas purchase and production costs 
to commodity. Clearly, some part of this 
expense, such as return and related taxes 
on El Paso’s sizable investment in pro- 
duction properties, has demand or capac- 


ity characteristics and should be so re- 
flected in the cost classification and, ulti- 
mately, the rate design of El Paso. 


Controversial “Seaboard” Formula 


N page 23 of the opinion, the com- 
mission reaffirms in principle its 
“Seaboard” formula of classifying costs.* 
The commission states that it may be 
true“... that a high load factor customer 
will pay more of the capacity costs than 
a low load factor customer of the same 
demand; but the high load factor cus- 
tomer is obtaining greater service from 
the pipeline and properly can be required 
to bear a larger proportion of the capac- 
ity costs.” 

This statement is based upon either 
an unusual connotation of “service” 
or fallacious reasoning. If the word 
“service” is used in the same sense as 
“consumption,” then it is true a high load 


factor customer consumes more units. 
This is not service but purely a volu- 
metric commodity concept. Obviously, the 
high load factor customer does not obtain 
any greater service than the low load 
factor customer with the same demand; 
the service performed is the capacity made 
available. Both customers have the same 
capacity provided for them. The high 
load factor customer makes a greater use 
of the capacity provided for him. But, he 
is penalized for an economic use of costly 
capacity by reason of being required to 
pay part of the costs incurred for the less 
efficient user of other equivalent capac- 
ity.® 


|. resi a high load factor customer 
enables himself to purchase gas at a 
high load factor generally as a result of 
considerable investment in storage or peak- 
shaving facilities or as a result of enter- 
prise in achieving better load balance. It 
does not follow that because of this the 
high load factor customer should be re- 
quired to bear a portion of costs for ca- 
pacity which he does not use at any time. 
This is hardly a just and fair result. 
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Dissension Pervades Gas Industry 


THERE is ample evidence of growing conflict between the various elements 

of the natural gas industry. Any objective observer must be impressed with 
the fact that the rate hearings and the economic aspects of certificate hear- 
ings before the commission are becoming more highly contested. This grow- 
ing controversy and conflict stem, in the opinion of the writer, from the fact 
that the gas business is a highly competitive one. In every phase of its sales it 
meets stern competition from electric power, oil, and coal. The price advan- 
tages which the industy has enjoyed for the last twelve to fifteen years are 
narrowing. The repetitive requests for rate increases are creating a public re- 
lations problem in many areas. Thus, it is inevitable that the economics of pipe- 
line expansions, the fairness of cost allocations, and proper price differentials 
between high and low load factor operations are more critically examined 

and challenged. 


HE Seaboard formula and the above- 

quoted rationale obscure the true and 
fair costs of rendering various types of 
gas service. The economic evils stemming 
from this failure to determine factually 
the true cost of service are many. First, 
they lull the industry and the commission 
into fallacious concepts of the economic 
feasibility of marginal projects. Public 
convenience and necessity do not require 
that everyone have gas service; conven- 
ience and necessity must be measured by 
sound tests of economic feasibility. Sec- 
ond, they discourage sound operating pro- 
cedures or objectives by loading costs on 
the company which efficiently uses pipe- 
line capacity provided for its use. 

For example, as a pipeline rate tends 
toward a flat commodity, the economic 
justification of underground storage proj- 
ects cannot be demonstrated. Likewise, 
the economic justification of terminal 
peak-shaving facilities or the attraction 
of interruptible industrial and commercial 
load (not boiler fuel load) becomes in- 
creasingly difficult. Despite the over- 
whelming evidence that such operating 
procedures or objectives are sound and 
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advantageous to all consumers, the com- 
pany following them is penalized under 
the Seaboard formula of assigning costs. 


Unhappy Classification of Costs 


— the classification of costs 

which the commission has adopted 
gives an extreme end result. Of a total 
cost of service of approximately $160 
million, the commission finds that only 
approximately $24 million is demand cost. 
In other words, if this cost classification 
is followed, approximately 85 per cent of 
El Paso’s revenue should be recovered 
through the commodity component of its 
rates. In view of the rigidity of costs ex- 
perienced by most enterprises such as El 
Paso, the recovery of 85 per cent through 
the commodity component can result in 
wide fluctuations in revenues with a con- 
sequent lack of stability in the income of 
such regulated company. 

The decision discloses a lack of under- 
standing of various allocation concepts 
discussed. For example, on page 19, the 
opinion states: 


The demand-commodity mile meth- 
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od gives greater effect to the distance 
factor than the zone method. 


Two things should be noted: First, the 
demand-commodity mile method gives 
effect only to distance and ignores all 
other factors. Thus, it is an understate- 
ment to suggest it gives “greater effect.” 
Second, a true zone study gives full rec- 
ognition of the effect of the distance fac- 
tor on cost, but also gives recognition to 
the numerous other factors which affect 
cost. Therefore, the mileage method, if it 
gives “greater effect” to distance than a 
zone method, overemphasizes the distance 
factor. 

On page 21, it is suggested that the 
“factor of distance can be given effect 
in rate design.” This, of course, opens 
the door to adjustments of cost responsi- 
bility between customers without any ob- 
jective standard. A proper cost analysis 


and allocation study should give effect to 
distance; such study should disclose ob- 
jectively and with reasonable accuracy 
the costs of rendering service to various 
zones and classes of customers. 


Taxes and Return 

HE commission’s treatment of cer- 

tain tax benefits has undoubtedly 
created the most interest in the El Paso 
decision. The treatment of liberalized de- 
preciation—namely, normalizing the ac- 
celerated tax deduction for rate case pur- 
poses—is in keeping with the accounting 
order which the commission has hereto- 
fore issued. The treatment is helpful 
since it will immeasurably assist the capi- 
tal-hungry utilities with tax benefits Con- 
gress intended expanding businesses to 
have, and at the same time assure equal 
treatment between present and future con- 
sumers. 


THE COMMISSION has treated in identical fashion two tax benefits available 
to producers of natural gas; namely, (1) the right to elect for tax purposes to 
charge as expense against the year in which the expense is incurred the intangj- 
ble cost connected with the drilling of productive wells (generally referred 
to as intangible well-drilling costs), and (2) the right to elect the 27!/, per 
cent statutory depletion allowance in place of cost depletion where such 
statutory depletion permits greater tax deductions (generally referred to as 
depletion allowance). In substance, the commission held that such tax benefits 
belong to the producer; however, such tax benefits being contributions by the 
customers may be properly considered as return on the well mouth properties” 
and should be taken into consideration in determining the allowable return 
and rate of return (page 15). 


Since the tax saving from the two tax 
benefits amounted to $6.4 million and 
such amount was equivalent to approxi- 
mately an 8.61 per cent return on the well 
mouth production properties, the com- 
mission provided no return upon the well 
mouth properties. 

Clearly, the Federal Power Commis- 


sion did not give the producers the tax 
benefits. It has merely given El Paso suf- 
ficient dollars in its cost of service which, 
after taxes, produce a return on certain 
production properties and an overall rate 
of return to El Paso which the commis- 
sion considered adequate on the state of 
the record. 
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Tax Benefits Pose Questions 
_ us consider some of the interesting 
questions raised or suggested by this 
treatment of the two important tax bene- 
fits enjoyed by producers of gas, as well 
as persons engaged in other extractive 
industries : 


Ir the tax benefits on well mouth 

© properties produce a return which 

is inadequate, the commission states that 

it would allow a return that would ex- 

ceed the tax incentives (page 18). Thus, 

a “floor” on the return for production 

properties must be determined by the com- 
mission. 


THE decision does not indicate what 

* the commission would have done if 

in the particular test year the tax benefits 
were of such a magnitude that they would 
have produced a return of 18 per cent on 
El Paso’s well mouth properties. Having 
determined such benefits belong to the pro- 
ducer, it is difficult to see how this higher 
return could be reduced. Obviously, many 
unusual situations will develop where pro- 
ducers in the same area may be allowed, 
after taxes, on their production properties 
varying amounts of return between the 
“floor return” and any unusually high 
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amount resulting from the happenstance 
of the tax benefits. 


fa THE opinion and the dissenting opin- 

* ion seem to recognize that (1) a 
transmission pipeline enterprise is less 
hazardous than an integrated operation, 
including production as well as transmis- 
sion, and (2) an integrated operation is 
less hazardous than that of the independent 
producer, This conclusion as to relative 
risks is of importance to integrated com- 
panies.® Clearly, in so far as the commis- 
sion can more accurately determine and 
allow exploration and development costs 
for an integrated company than it can for 
an independent producer, there is less risk 
and hazard to the integrated company. It 
is not clear, however, how an integrated 
company can demonstrate the additional 
return required on its production proper- 
ties or how much overall rate of return it 
needs compared with a straight transmis- 
sion pipeline. 

The decision is somewhat obscured by 
the fact that no rate of return evidence 
was adduced. Clearly, El Paso was seeking 
an overall rate of return of 6 per cent on 
all its plant, including the $74 million of 
well mouth properties, plus the tax incen- 
tives, which would have increased the al- 
lowed revenues of El Paso by approxi- 
mately $10.3 million. If the tax benefits 
can be considered part of return, El Paso 
would earn approximately 7.1 per cent on 
its total rate base of $549.5 million. By 
reason of the commission’s approach, El 
Paso’s assumption, apparently joined in by 
the other parties, resulted in a failure of 
proof and the commission allowed 8.6 per 
cent return on well mouth properties and 
6.35 per cent on its overall rate base. 
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HAVING INDICATED that the independent producer has a greater 
risk, it is clear that the finding as to adequacy of 8.6 per cent on well 
mouth production properties is not determinative of rate of return 
for the independent producer. Consequently, it would seem that the 
commission is still confronted with a basic problem; namely, how much 
return, after giving effect to tax incentives, is required in order to 
assure the continued exploration and development of natural gas sup- 
plies. Certainly 8.6 per cent return on well mouth properties or 7 per 
cent on overall production and gathering facilities is not the final an- 


swer! 


Com’ sion Seems to Contradict Itself 
D Many of the commission’s state- 
* ments are seemingly contradictory. 
At page 14, it stated that it did not credit 
a percentage of the federal income taxes 
relating to depletion, accelerated depreci- 
ation, and intangible productive well 
drilling to working capital because: 


In accordance with our views dis- 
cussed above these amounts should in- 
ure to the benefit of El Paso; they do 
not belong to the consumers and should 
not be offset against the working capi- 
tal requirement. 


On the following page, while discussing 
rate of return, the commission stated: 


Such benefits represent contributions 
by the customers, may be properly con- 
sidered as return, and, therefore, 
should be taken into consideration in 
determining an allowable return and 
rate of return. 


On page 15 the commission also stated: 


The fair rate of return, which must 
enable the company to operate success- 
fully, to maintain its financial integ- 
rity, to attract capital, and to compen- 
sate its investors for the risks assumed, 
is ordinarily a very important factor 
to be considered in arriving at just and 
reasonable rates. (Italics supplied. ) 


At page 16 the commission stated: 


We have also made it clear that Con- 
gress intended that a producer such as 
El Paso, should retain the benefits of 
the tax incentives. In retaining these 
benefits, as can be seen, El Paso actu- 
ally would earn a rate of return on its 
overall rate base which is slightly more 
than 6 per cent, so that we have no 
difficulty finding that its return will 
be adequate and its financial integrity 
maintained. 


The commission fails to supply the neces- 
sary connection between these two latter 
statements. 


HERE are other tax benefits which the 

commission did not mention. For 
example, early in the history of the tax 
laws Congress decided that a company 
should have the original cost of its prop- 
erty returned to it tax-free over the life 
of such property; therefore, depreciation 
has been allowed as a tax deduction. With 
respect to producers of natural resources it 
decided that the companies should retain 
free of taxes the “fair market value,” or, 
as the commission stated at page 10, 


.. a tax-free return of capital—that 
is, not merely the original cost but the 
value of the property... 
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Adds and Subtracts 
Company Rights .. . 


+ hewn commission recognizes that percentage depletion was a substitute for 

discovery depletion and was designed as an administrative convenience. Un- 
der these circumstances it might as logically deduct the depreciation on El 
Paso's pipelines from the return allowance as the depletion allowance or the 
intangible well-drilling deduction. In effect, the commission has said the com- 
pany has two rights: (I) a right to certain tax benefits, and (2) a right to a re- 
turn allowance on its property. Since it has recognized the right to the tax 
benefits it deducts such benefits from the other right! The foregoing suggests 
a confusion between a return on capital and a tax-free return of capital. In so 
far as statutory depletion is a recognition of a tax-free return of capital (see 
cases cited on page 10 of opinion), the use of such tax benefits as a return on 

capital deprives a producer of essential rights to recover capital. 


Treatment of Intangible Well Drilling 
In another matter before the commis- 
* sion,’* there was a sharp division be- 
tween the parties, including El Paso as 
an intervener, with respect to the treat- 
ment of intangible well-drilling costs, As 
previously mentioned, the commission 
does not make any distinction in its treat- 
ment between intangible well-drilling costs 
and statutory depletion. Yet, many people 
think that there is an important distinc- 
tion. 

Intangible well-drilling costs are 
charged as expenses in the year incurred 
for tax purposes, thereby using up all of 
the tax deduction that such expenses gen- 
erate. For book purposes intangible well- 
drilling costs are capitalized and depleted 
or depreciated over the life of the under- 
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lying gas reserves. Thus, it is argued that 
intangible well-drilling costs are similar 
to accelerated amortization or liberalized 
depreciation in that Congress has per- 
mitted an acceleration of the deduction 
for taxes, even though for book purposes 
the item is depreciated or depleted over 
a long period of time. In order to match 
the depreciation or depletion expense with 
the offsetting tax benefit, as well as pre- 
vent wide fluctuations in annual net in- 
come as affected by the magnitude of the 
drilling program and resultant tax deduc- 
tion during the year, it has been con- 
tended in other cases that intangible well- 
drilling costs should be normalized for 
rate purposes and a reserve created pur- 
suant to the commission’s Accounting Or- 
der No. 203.% Thus, future customers 
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would share in the tax benefits accruing 
from the intangible well-drilling costs be- 
ing borne by such customers, but current- 
ly the company would receive a cash bene- 
fit in the nature of an interest-free loan 
from the government. Such cash benefit 
could be used for further exploration and 
development. 


K* Paso and other producers have 

argued to the commission that in- 
tangible well-drilling tax deductions 
should be normalized for rate purposes. 
In other words, the deduction as taken 
for tax purposes should not be used in 
computing federal taxes for rate pur- 
poses. However, no reserve is suggested ; 
rather the tax benefit is reflected in in- 
come. 

It must be assumed that the commis- 
sion considered and has rejected the de- 
ferment argument apparently on the 
theory that the cost depletion’ would not 
be used in subsequent years but only 
statutory depletion. Accordingly, the in- 
tangible well-drilling benefit becomes a 
“tax saving.” (See page 11 of opinion.) 
While it is possible that in many cases a 
company would use statutory depletion 
rather than cost depletion, some compa- 
nies, especially those with less prolific pro- 
duction properties, find that cost deple- 
tion is more beneficial than statutory de- 
pletion. 


Statutory Depletion and Rate of 
Return 
F ANOTHER aspect of the decision re- 
* quiring considerable thought relates 
to the concept that benefits of statutory 
depletion should be considered in fixing 
the return on well mouth property. It 
seems to overlook the purpose of statu- 


tory depletion. For example, under dis- 
covery depletion, which was replaced by 
percentage depletion in 1926, if a pro- 
ducer drilled a well with an investment of 
a million dollars and discovered reserves 
having a value in place of $4 million, the 
statute recognized that the producer’s 
capital had been increased from $1 mil- 
lion to $4 million, and he was permitted 
a tax deduction of 4 million over the 
life of the property. Percentage deple- 
tion did not change the theory of dis- 
covery depletion but provided a mathe- 
matical basis for determining the amount 
of the deduction without relying upon 
controversial estimates of “fair market 
value” of reserves at the time of discov- 
ery. The producer is allowed a deduction 
for depletion in the amount of 274 per 
cent of the gross income but not more 
than 50 per cent of the net income from 
each producing property. Thus, while the 
purpose of the percentage depletion al- 
lowance is to permit the producer to re- 
cover tax-free the increase in his capital 
assets resulting from the discovery and 
production of natural resources, the com- 
mission would deduct the tax amortiza- 
tion of this capital asset from the return 
allowance to which the producer is en- 
titled as a matter of constitutional law. 


G Unper the original cost theory, ap- 

¢ plied to a cost-of-service approach 
to the regulation of the producer, there 
appears to be no compensation for the 
value of the reserves discovered unless 
through the depletion allowance. In other 
words, with a well mouth investment of 
$10 million, it is possible that vast gas 
reserves would be recovered. These re- 
serves must have a value; yet, under the 
concept of regulating on a cost-of-service 


OCTOBER 8, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


basis and applying a rate of return mere- 
ly to the well mouth investment, no value 
would be assigned to the reserves. In so 
far as a producer is allowed to keep the 
tax benefit, there would be some value 
to the reserve as distinguished from the 
investment in the well mouth facilities.” 
In so far as this tax benefit is applied in 
lieu of return on the well mouth facilities, 
then, of course, this compensation for the 
reserves is lost. 


FINALLY, in the case of a producer 
® the commission is attempting to de- 
termine the well mouth value of the gas. 
The depletion allowance will ultimately be 
determined in large measure by well 
mouth values. Accordingly, the amount of 
the depletion allowance depends upon the 
values the commission assigns to the gas 
at the well mouth, which, in turn, under 
the El Paso decision, may depend upon 
the magnitude of the depletion allowance. 
Thus, in many respects a circuity of rea- 
soning is involved. 


Conclusion 

| respect to tax incentives and 

rate of return, the El Paso decision 
recognizes that an integrated company 
with production facilities is more hazard- 
ous than that of a transmission pipeline. 
Thus, in this particular case, El Paso is 
being allowed an equivalent of an overall 
return of 6.35 per cent on its original 
cost rate base, which on the state of the 
record is more than it would recover if 
it were merely a transmission operation. 
The question still remains; namely, how 
much rate of return is required for an 
independent producer, after giving effect 
to tax incentives? Since an adequate rec- 
ord was not developed, it is also true that 
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the decision is not definite as to the rate 
of return an integrated company should 
earn on its production properties. 

The commission courageously faced 
the arguments of alleged “windfalls” ad- 
vanced with respect to liberalized depre- 
ciation; it failed to extend its sound think- 
ing into the realm of intangible well-drill- 
ing costs, even though its accounting rules 
seemed to suggest a satisfactory method 
of handling the problem. 


HILE the El Paso decision states that 

the producer is entitled to the tax in- 
centives, clearly the producer is not re- 
ceiving such tax incentives as completely 
as does the nonregulated operator in other 
extractive businesses. On the other hand, 
this seems to be more or less an exercise 
in semantics; the real question is whether 
the net income, after taxes, allowed the 
regulated operator is equal to the net in- 
come, after taxes, of other extractive en- 
terprises having comparable investment 
and risks? Judged by the history of earn- 
ings of nonregulated industries, both ex- 
tractive and nonextractive, it seems doubt- 
ful whether an 8.6 per cent rate of return 
on well mouth facilities is adequate or 
comparable. 

Measured by the basic tests set forth 
at the beginning, we are forced reluctant- 
ly to the conclusion that the decision does 
not assure the exploration and develop- 
ment of an adequate supply of natural 
gas for the indefinite future; the decision 
does not seem to offer a workable solu- 
tion to the producer problems confronting 
the commission; the decision, if applied 
universally, will possibly result in substan- 
tial differences in the treatment among 
producers depending upon the peculiar op- 
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erating circumstances or happenstance of 
the test period; and finally some of the 
cost classification, allocation, and rate de- 


sign principles enunciated in the decision 
will not contribute to a sound growth of 
each segment of the industry. 


Footnotes 


1Currently, Congress is concerned with the ade- 
quacy of the nation’s energy resources. On June 
16, 1959, a subcommittee of the Joint Economic 
Committee of Congress was announced to “under- 
take an examination into the long-run adequacy of 
United States energy resources .. .” Other groups 
are advocating a national fuel policy in order to 
use most effectively the available energy resources. 
Natural gas has an important rdéle in the nation’s 
energy future. 

2All page references herein are to the mimeo- 
graphed copy of Opinion 326 issued by the com- 
mission, 

8Because of the operating hardship such clauses 
place upon pipeline purchasers, it is not unlikely 
that there will be an effort in the industry to ob- 
tain two-part rates for producers. 

4Undoubtedly, as a matter of administrative con- 
venience, the commission sought a “formula” by 
which its staff can quickly assign costs. The Sea- 
board formula, first promulgated in Opinion 225, 
has been the source of much complaint and dis- 
satisfaction within the industry. Exhaustive studies 
by various segments of the industry have led to 
the conclusion that there is not one single formula 
validly applicable to all companies subject to the 
commission’s jurisdiction. Analysis of cost be- 
havior is not susceptible to the oversimplification 
suggested by the Seaboard formula; neither the 
complexity of making a valid cost analysis nor 
administrative convenience affords an excuse to 
use a “formula” which fails to determine the facts 
(z.e., the true and fair cost of rendering the par- 
ticular service). 

5Historically, the high load factor customers 
initially made the long-distance pipelines possible; 
gradually service has been certificated to low load 
factor customers. This has been possible only be- 
cause of assessing the initial high load factor cus- 
tomers with a disproportionate share of the total 
costs. Currently, competitive prices and consumer 
resistance are making the high load factor cus- 
tomers more vocal against this treatment. 

6Order No. 203 issued May 29, 1958, in Docket 
R-158. See also the commission’s order issued 
August 29, 1956, in Re Amere Gas Utilities Co. 
15 PUR3d 339, 16 FPC 880. 

TE] Paso’s production and gathering facilities 
aggregated $248,631,000; the commission allowed 
a 6 per cent return on about $174,195,000 of pro- 
duction and gathering (nonwell mouth) and used 


the tax benefits for return on about $74,436,000 
of well mouth production property. 

8In prior decisions, the commission indicated 
that pipelines were getting out of the production 
business. This trend was not considered desirable 
and the commission used it as justification for 
allowing Panhandle field prices for its own pro- 
duction, Although El Paso is allowed 8.6 per cent 
return on part of its production and gathering 
properties, a large body of opinion sampled by the 
writer indicates that this will probably be an in- 
adequate incentive for the integrated companies 
to undertake widespread exploration and develop- 
ment. 

9Significantly, there is no discussion of the rate 
of return required upon the total production and 
gathering facilities of El Paso amounting to $248,- 
631,000. Query—how valid for rate or return pur- 
poses is the distinction between nonwell mouth and 
well mouth production properties? If the total 
production and gathering properties of El Paso 
were considered, the 8.6 per cent return discussed 
in the opinion would be substantially reduced 
(around 7 per cent) and be much less comparable 
to the 9 per cent used in many producer cases by 
the staff and in examiner decisions. 

10Re United Fuel Gas Co. Docket No. G-2451 
et al. Oral argument held on March 17, 1959. 

11Section 201.266 :3 Accumulated Deferred Taxes 
on Income—Other. It was thought by some that 
the inclusion of this subsection in the Uniform 
System of Accounts was made with the deferred 
treatment of intangible well-drilling costs in mind. 

12The Internal Revenue Code provides that in no 
event shall the depletion deduction be less than 
depletion computed on cost. 26 USCA 611-613. In 
other words, if 274 per cent of the gross income 
or 50 per cent of the net income from a producing 
property is less than the producer’s costs related 
thereto, he may claim such costs as depletion in 
lieu of percentage depletion. 

18F] Paso’s brief at G-2451 makes a strong argu- 
ment at page 23 that rather than provide the neces- 
sary incentive for exploration by adjustment to 
rate of return, the proper measure of the needed 
incentive with respect to a particular producer over 
and above the usual rate of return on production 
properties is the actual amount of the producer 
deductions allowed by Congress. We question 
whether all independent producers would agree 
that this is sufficient incentive. 





OCTOBER 8, 1959 





Rate of Return— 
the Utilities’ Most Tilted Windmill 


By The HONORABLE WILLIAM R. CONNOLE* 


Member, Federal Power Commission 








Higher costs not only of gas but of equipment, labor, and 
money, as well as increased competition from other fuels, 
now harass the gas industry. Even higher rates of return do 
not provide the magic solution. Actually, expert manage- 
ment methods are needed that include more sensible cost 
allocation and pricing principles. In any event, the job will 


not be easy. 


CC ILT” means a different thing to 
the pinball machine addict, the 

‘ utility savant, and the devotee of 
classical Spanish literature. About the 
only thing the meanings have in common 
is a connotation of frustrated futility. 
Here we are concerned with the utility in- 
dustry’s “tilting,” more exactly, the nat- 
ural gas pipeline’s “tilting.” We explore 
the quixotic jousts with the flailing arms 
of the traditional rate of return and, by a 
none too neat transition, the other kind of 


*For additional personal note, see “Pages with 
the Editors.” 
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tilting, this time of rate components. But 
first, to the Windmills! 

The agitation for an increase in the al- 
lowed rate of return for the natural gas 
pipeline industry has been rising like a 
tide in recent years. Like the tide, there 
is no perceptible forward movement at any 
one moment. Rather, there is a series of 
waves, each of which becomes just a bit 
more insistent than the preceding one. 
Only when one recalls where the high 
watermark was a year or so ago is one 
made completely aware that the rate of re- 
turn issue is indeed growing in importance. 
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= most frequent explanation for this 
agitation is the sharply rising rates of 
interest on borrowed money. These rising 
rates reverse a trend that began back in 
depression years and continued into the 
fifties. This phenomenal reversal is the 
most outstanding single characteristic of 
the recent money market in the United 
States and Canada. Indeed, throughout 
North America, interest rates are now 
higher than at any time since the thirties. 
This condition has developed concur- 
rently with unprecedented expansion of 
the natural gas pipeline industry. Costs of 
each mile of line are higher than ever be- 
fore. Huge quantities of new money, some 
$400 million per year, must be attracted 
into the industry to finance this construc- 


tion. Traditionally high debt ratios of the 
industry, together with relatively rapid 
rates of amortization of the earlier and 
lower interest rate pipeline mortgage 
loans, have aggravated the impact of these 
conditions on the pipeline industry. All 
these and many more influences combine 
to provide a force that draws the tides of 
agitation for higher rates of return ever 
higher about the regulatory commissions’ 
feet. 


Some Contributing Forces 
OWEVER, a third set of factors, unique 
to the regulatory context in which 
the natural gas pipeline industry operates, 
serves to lend an even greater impetus to 
the demands for higher rates of return. 


THE FEDERAL POWER COMMISSION has not rendered a definitive opinion 
on rate of return since the phenomenon of higher interest rates ceased to be 
merely a convenient arguing point in rate cases and became a permanent and 


uncomfortable fact of financial life. This is not the doing, nor the intention, 
of the commission. In recent years, many rate casés have been settled on 
stipulations that have included the acceptance of a rate of return lower than 
originally represented as necessary. Usually this rate is 6 per cent, although 
a rate of 6!/, per cent rarely may be found. Meanwhile, the frequency of 
increased rate filings has meant that an overburdened commission and staff, 
despite improvements in efficiency and management techniques that have 
been praised by the Congress and the Bureau of the Budget, have been 
simply unable to complete one case before another is dropped in the hopper. 


Consequently, unsettled rate cases, con- 
cluded with opinions and orders after 
hearings, have covered so-called “locked- 
in periods.” These are periods during 
which one set of rates is in effect, not for 
an indefinite future time, but for a known 
period. 

Naturally, in such cases, the risk 
factors, including cost of money, are 
known and determinable and the contro- 
versies over rate of return are less acute. 


Interest Rates Are Important 
HAT can the industry look forward to 
in the way of recognition of money 
market conditions? Can the regulatory 
community be expected to react to in- 
creases in the interest rate with the same 
alacrity and sensitivity with which it re- 
acted to the 2.65 per cent triple A rate of 
the late 1940’s? 
A 6 per cent rate of return is not as 
sacrosanct as the matter of fact manner 
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it is used in many commission rate orders 
would suggest. Actually, it is of fairly re- 
cent origin, dating from about 1932 or 
1933. Moreover, the 5 per cent rate of 
interest now being charged on prime com- 
mercial paper by New York banks is high 
only by recent standards. True, it has not 
been since October, 1929, almost exactly 
thirty years ago, that the prime rate 
reached that level. But the point that is 
often overlooked is the briefness of the 
period during which rates of return of 6 
per cent or less prevailed and in which the 
New York prime rate was less than 5 per 
cent. 

In the period from the close of the Civil 
War to the Great Depression the prime 
rate on short-term commercial paper was 
above 5 per cent for the majority of the 
time, by far. Similarly, during that period 


the interest rate on high-grade railroad 
bonds, the equivalent risk of a corporate 
Aaa, was above 4 per cent almost con- 
tinuously. During the First World War 
and the inflationary period that followed, 
8 per cent was a much more common level 
for allowed return than any other figure 
for the electric, gas, and telephone indus- 
tries. Only for the water companies was a 
more limited return, about 7 per cent, com- 
monly allowed. 


OW interest rates have been character- 
istic of the money market from the 
crash in October, 1929, until the early 
fifties. Rates of return of 6 per cent and 
lower are also typical of that period. 

Of course, the utility industry, the regu- 
latory process, and indeed our entire 
society have come a long way since the 
time of more naive economics that pre- 
vailed before the Great Depression. The 
Hope case, as it has been interpreted, 
changed everything, too. Nevertheless, it 
seems significant to this author that no 
natural gas pipeline has successfully 
demonstrated the level of return to which 
it is constitutionally entitled to enable it 
to meet the test of competition in the high- 
cost money market that has prevailed in 
the last few years. 


Everyone Does Not Need Higher Rates 


1 pee the apparent coincidence in point of time between interest rates, 
or costs of debt money and rates of return, the fact that interest rates are 
once more moving upward does not necessarily signal the need for higher 
rates of return generally. For one thing, earnings-price ratios and other indicia 
of the cost of equity capital have not moved in exact phase with the variations 
in interest rates. It still remains the burden of the utility applicant to demon- 
strate that its particular circumstance justifies a particular rate of return. 
Certainly, however, the present financial climate is much more favorable to the 
making of such a demonstration than anything that has prevailed in a very 


great many years. 
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HERE is reason to believe that within 

the very near future, several proceed- 
ings now pending before the Federal 
Power Commission will have reached a 
stage where the return issue can be dis- 
posed of finally. If necessary, the other 
issues may be stipulated. Or, to use an- 
other approach, the return issue could be 
severed and treated separately. In any 
event, a decision on that issue is not far 
away. 

When the proceeding finally reaches the 
hearing stage, the prevailing high costs of 
debt money undoubtedly will be advanced 
in support of a rate of return higher than 
6 per cent. This amounts to reliance on 
cost of money, an approach that not long 
ago was all but ridiculed by many advo- 
cates of more generous return allowances. 
Here is just another example of the 
emerging acceptance of a basically sound 
principle as its reliance and usefulness in 
varying circumstances become clear to all 
interests involved with it. 

But there is an even more far-reaching 
consideration that companies, customers, 
and consumers must bear in mind when 
applying basic cost-of-money principles to 
the problem of reaching a proper rate of 
return. It is at this point that we pass from 
the tilting at rates of return to the tilting 
of rate levels. 


Rate Levels and Competition 


L is this author’s firm conviction that, 

though costs are an indispensable fac- 
tor in pricing, the element of competition 
between energy sources is at least as im- 
portant. This is becoming increasingly ap- 
parent in the natural gas industry, which 
is the business of this article. It is entirely 
possible that, no matter how conclusively 


the justification for a higher rate of re- 
turn can be demonstrated mathematically 
as a cost, the ceiling on prices may make it 
difficult, if not occasionally impossible, to 
reflect this entire cost as a rate. With each 
increase in rate levels for natural gas, an- 
other sale becomes a target for a com- 
peting fuel. Indeed, in every quarter of the 
nation price-sensitive sales are moving 
from one fuel to another as rates vary. 
Illustrations are common but, for a few, 
consider these. 


HE president of one of the largest 

pipelines in the nation serving a great 
metropolitan area, not near tidewater, 
cited one example this way : 


One of our distributors serves a 
steam-generating plant with annual re- 
quirements equivalent to 18 billion 
cubic feet of gas. Currently, this dis- 
tributor is delivering to the plant at the 
rate of 4 billion cubic feet annually. At 
another time it delivered about 50 per 
cent of the plant requirements. Twice 
in the past few years the distributor lost 
the load completely, when the plant op- 
erator believed it to his advantage to 
operate with coal. 

Once it lost the load when this gas 
was priced at 25.2 cents per Mcf and 
regained it at a price of 23.7 cents, only 
to lose when a utility sales tax increased 
the effective price to 25 cents and then 
to regain it at 24 cents, tax included. 


; pe well-known example occurred 

on the lines of the company serving 
a large electric-generating load near Min- 
neapolis. After fighting its case through 
the Federal Power Commission and 
through the United States court of appeals 
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against the opposition of the coal indus- 
try, the utility lost the load in little more 
than a year as the cost of coal became 
more attractive than gas at the station. 
Incidentally, it was on the basis that such 
a result was inevitable that this author dis- 
sented from the order certificating the 
sale. 


O* the eastern seaboard, the tight com- 

petition between residual fuel oil and 
natural gas has been relaxed slightly under 
the somewhat artificial conditions imposed 
by the Federal Oil Import Control pro- 
gram. Despite this reduction in oil’s abil- 
ity to compete, however, coal continues to 
be more attractive than gas as a source of 
fuel for generating plants. Witness the 
proposal made jointly by the coal-carrying 
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Juggling Costs Can Prove Harmful 





railroads and certain coal operators to 
Consolidated Edison in New York for a 
very competitive price on large volumes of 
coal. 

The crucial, critical significance of this 
competition is that it jeopardizes the off- 
peak sale. Each Mcf of capacity rendered 
surplus in off-peak season by the loss of 
such a sale has a doubled and redoubled 
adverse effect on the firm customer’s sales. 
First, it piles on his back the added burden 
of supporting the entire investment re- 
sponsibility of the capacity needed to serve 
him on a peak day for a full year instead 
of sharing it with the off-peak customer. 
Secondly, it raises the cost of purchased 
gas to the pipeline by reason of take-or- 
pay clauses in the pipeline’s contracts with 
producers, 


a pipeline cannot sell this gas elsewhere, its only resort has been, and pre- 
sumably will continue to be, to widen the gap between the demand and 
commodity component of its rates so that the interruptible off-peak sale, 
usually made at rates equal to the commodity component, can be retained. 
This would seem to be a harmless and effective remedy but for one fact. 
It runs a risk of doing legally what may not be done lawfully. In other words, 
tilting the costs allocated to demand and commodity components may just 
as surely load the firm customer unfairly as if there were no tilting and the 


For a schedule of rates that attempts to 
recover from a class of customer more 
than the proper costs of rendering service 
to that class of customer is a discrimina- 
tory and preferential schedule. As such, of 
course, it is not a lawful schedule no mat- 
ter how legal it may be as an applicable 
rate schedule. If there is no other way to 
recover those costs, then one of two con- 
clusions inevitably follows. Either man- 
agement or ownership must be content 
with something less than full recovery of 
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sale were lost completely. 





costs or the customers and the commis- 
sions must condone the preference and the 
discrimination. 


What Management Should Do 

.’ is the suggestion of this article that be- 

fore customers and the commission are 
asked to do the latter, ownership or 
management should seriously consider 
whether their costs, including the newly 
advocated increase in return, are really 
necessary and, if so, whether the alloca- 
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tion procedures necessary to justify a rate 
schedule that will permit the recovery of 
those costs is a fair and equitable one. 

As appears from even a casual cata- 
logue of pending rate proceedings before 
the FPC where alleged “tilting” is an is- 
sue, this is no academic question. The big 
question in all cases in which alleged rate 
“tilting” is proposed, is whether the cost 
allocation method used to demonstrate 
that costs will be fairly distributed under 
the proposed rate schedule is an equitable 
and accurate one. Naturally, the question 
of method is increasingly important as the 
spread between competitive fuels narrows. 
It then becomes imperative for a natural 
gas pipeline or distributor to demonstrate 
the fairness and equity of a proposed al- 
location that will enable it to retain a sale 
threatened by an increase in its rates or a 
reduction in the competitors’ prices. Con- 
centrated efforts are now being made to 
redefine the allocation methods used by the 
companies and the commissions. The 
National Association of Railroad and 
Utilities Commissioners has appointed a 
committee to investigate the matter. Much 
more can be done in this area to make al- 
location techniques more meaningful and 
accurate. 


Allocation Cost System Difficulties 
WwW" purchased gas costs in some 
areas of the United States already 
skirting dangerously close to the competi- 
tive breaking point in large market areas, 
it is becoming increasingly difficult for 
pipelines to devise any cost allocation sys- 
tem that will support continued off-peak 
sales. 
This author pointed out such a 
situation in a separate statement to the 
opinion and order certificating Midwest- 


ern Gas Transmission Company, Docket 
G-16841. Here is what was said: 


Much of this gas will be purchased 
by Tennessee in south Louisiana, under 
the so-called Catco contract, at prices of 
23.7 cents Mcf after all taxes. .. . Never- 
theless, a new line going all the way 
from the supply area of south Louisiana 
to Chicago would have been required to 
pay more for gas than it could be sold 
for, retail, in Chicago. It is certainly a 
crazy-quilt pricing pattern that permits 
the old Chicago District Generating 
Company to buy gas on the shores of 
Lake Michigan at prices lower than a 
central electric-generating station on the 
banks of a bayou in south Louisiana 
can. . 


For a reaction at the consumer end, con- 
sider the recently decided California pro- 
ceeding’ wherein a reluctant commission 
authorized, on an interim basis, a proposal 
by Pacific Gas and Electric Company 
“, . that the base rates in all of its firm 
rate schedules be increased by 4.95 cents 
per Mcf... and that only the first 10,000 
Mcf per month of the regular interruptible 
schedules be increased by 4.95 cents per 
Mcf, with no increase beyond the first 
10,000 Mcf in the interruptible schedules 
and none in the steam-electric plant rate. 
... The California commission showed 
its concern for this proposal and its under- 
standing of its implications in its order. 
The commission said : 


The commission is also gravely con- 
cerned that the instant increase, all of 
which occurs in the commodity com- 
ponent at the state line, dollarwise is as- 


1 Re Pacific Gas & Electric Co. A-40926, Decision 
No. 58791, dated July 21, 1959. 
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signed more to the firm user because of 
the showing at this time of potential loss 
of interruptible load had uniform 
amounts of increase in cents per Mcf 
been placed in the interruptible classi- 
fications. Applicant is placed on notice 
that this is an interim decision and a 
redistribution can be considered should 
changed conditions, including competi- 
tive fuel costs, warrant such treatment 
pending final decision by the Federal 
Power Commission. Applicant should 
also intensively survey and consider ad- 
ditional underground storage facilities 
or other means of serving its customers, 
in the light of the trend of increasing 
source cost of gas, and the apparent in- 
ability to fully pass such increases on to 
large interruptible customers, at least 
at the present time. 
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. nmeenns increases in costs of pur- 

chased gas, dramatically effective com- 
petition from a revitalized coal and rail- 
road industry fighting for their economic 
lives, and steadily increasing demands for 
higher capital compensation through rate 
of return, have placed the natural gas in- 
dustry in a three-way squeeze. Neither 
reckless tilting at the windmill of the rate 
of return nor tilting of rate components 
provides the answer. Rather, it will be 
found in a careful examination of cost 
allocation methods, sensible use of pricing 
principles once costs are determined, and 
a reasonably restrained policy of produc- 
er pricing. 

The next few years will place a 
chilling responsibility on companies and 
commissions. The question is, will they 
measure up to the task? 
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Gaslights Add Glamor to New York 


jer June 16th issue of The New York Times carried a story in which it was 
told that gas lamps have been restored to Worth street, in the downtown 
heart of the textile business, in a move designed to glamorize the neighbor- 
hood. (See frontispiece, page 26.) 

"A lamp-lighting ceremony . . . caused considerably less opposition than 
there was in 1825 when illuminating gas was first introduced to New York 
south of Canal street. . . . six handsome white street standards trimmed in 
gold will glow after dark. They are spaced along the south side of Worth 
street between Broadway and Church street in front of a spotless row of 
cast-iron facades, painted and fashioned to look like brick, stone, and wood, 
vintage 1870, occupied by textile concerns. Tubs of flowers stand on the side- 
walk, and window boxes dress the old buildings. 

"The gas lamps were unearthed in Orange, New Jersey, and equipped with 
new mantles by the Welsbach Corporation of Baltimore. It is deemed sound 
business promotion to stress ye olden days outside and electronic efficiency 


indoors.’ 
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Tailoring Gas Rates 
to the Customer’s Needs 





By F. M. BANKS* 











Rapid growth, inflation, and higher costs all along the line posed many prob- 

lems for the Southern California Gas Company in the period from 1949 to 

1959. One of the chief methods employed by the company to maintain and 

improve its profit.picture was various modifications in the design and appli- 
cation of its rates. 


VERY organization in our country is 
faced today with the problem of 
maintaining and improving profit 

margins in a highly competitive economy. 
This is true whether the organization is a 
government, a corporation, or a simple 
family unit. While superficially a regulated 
monopoly, the gas utilities are not exempt 
from this problem. Like most other com- 
panies, we in Southern California Gas 
Company have been and continue to be 
faced with the compound problem of a 
rapidly growing system requiring major 
physical additions, during a period of con- 
tinuous inflation affecting both the cost of 
facilities and the cost of our product. 
*President and general manager, Southern Cali- 
fornia Gas Company, Los Angeles, California. For 


additional personal note, see “Pages with the Ed- 
itors.” 


We are a great deal like the man and 
his wife who in 1949 had only one child 
and lived in a small two-bedroom house. 
Each year since, they have had a new 
child, and the cost of adding new rooms 
for the growing family has increased so 
that a new bedroom in 1959 costs about 
one-fourth as much as the whole house 
was worth in 1949, Operating expenses 
for food, clothing, utilities, transporta- 
tion, and taxes have all increased by a 
much greater percentage than the actual 
rate of use. 

Obviously, it would be difficult enough 
for this man with eleven children to 
make ends meet under stable price con- 
ditions, but he must be a manager par 
excellence to keep his head above water in 
a period of inflation. 
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What Ten Years Have Done 

N 1949, the Southern California Gas 

Company served about 1.1 million cus- 
tomers while now, ten years later, more 
than 1,660,000 customers are on our lines. 
The average investment of somewhat over 
$200 per customer in 1949 has risen to 
nearly $300 in 1959. The added investment 
per added customer during this ten years 
has been nearly $500. 

In 1949, out-of-state gas supplies were 
still new to us and formed a relatively 
small portion of our total supply. Since 
that time our dependency on out-of-state 
gas has grown to the point where approxi- 
mately three-quarters of our total supply 
is imported to California. Finally, the cost 
of out-of-state gas has increased more than 
100 per cent in the past ten years. 

It is obvious, in these circumstances, 
that the selling price of gas had to increase 
substantially. The question is—what has 
been and is being done to lessen the impact 
of growth and inflation, to stabilize earn- 
ings, to improve load factor, and to main- 
tain and increase our dividends in the face 
of these dynamic changes? While our com- 
panies, in common with most gas utilities, 
have made numerous operating improve- 
ments, I propose to discuss here one phase 
of this management function in particular 


—changes in rate design and application. 


Rate Changes 

O™ of the most important rate struc- 

ture changes that we have made in re- 
cent years has been the enlargement of 
the fixed charge of our general service 
schedules. About 99 per cent of our cus- 
tomers are residential or small commercial 
users. 

For each one of these customers con- 
nected to our lines, we incur annual fixed 
charges—depreciation, return, and taxes 
on the service, meter set assembly, meter 
and regulator, and for meter reading, bill- 
ing, and collecting, of nearly $40 per year 
—and this is before we deliver the custom- 
er one cubic foot of gas. Historically, the 
gas industry has been a low minimum 
charge industry, and the Southern Cali- 
fornia Gas Company has been in pattern. 
When there is a large variation in the 
amount of service rendered, which is, of 
course, another principal characteristic of 
our business, the make-up of the customer 
charge contributes significantly to fluctua- 
tions in revenues and net income. How 
much better off we would be, for example, 
if most of the gas bill could be reflected in 
the monthly fixed charge, as it is, for ex- 
ample, in the telephone industry. 


TEN YEARS AGO, the minimum charge portion of the rates appli- 
cable to most of our customers was 90 cents for the first 200 cubic 
feet of usage. Currently this minimum charge ranges from about $1.90 
to $2.30 per month for the first 200 cubic feet of usage. Although 
this is still under the $3 plus per month average customer costs, it is a 
king-sized step in the right direction. The value of this higher fixed 
charge in stabilizing earnings was vividly illustrated by what hap- 
pened in our company in 1958, which was much warmer than usual. 


In a normal year, the average custom- 
er taking firm natural gas service would 
use about 103,000 cubic feet of gas. Be- 
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cause of the extremely warm weather dur- 
ing the past year, he used only 90,000 cu- 
bic feet. If the former 90 cents per month 
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minimum charge plus a higher rate per 
Mcf had been in effect rather than the 
present minimums with a lower Mcf rate, 
our gross revenues in 1958 would have 
been reduced more than $2 million, and 
our net for return would have been re- 
duced by about a quarter of one per cent. 


om ER rate innovation placed in effect 

last year was a further increase of 20 
cents in the fixed charge coupled with a 
discount of 25 cents per month for cus- 
tomers taking service for more than a year 
at a given location. Since about three- 
fourths of our customers fall in this class, 


the net result is an additional charge of 
$3 for the first year to new or transient 
customers. The result is a relatively pain- 
less procedure of collecting turn-on and 
turn-off costs from the customer who is 
specifically responsible for their occur- 
rence. In a typical year, we ordinarily add 
60,000 or 70,000 new customers. Another 
400,000-odd customers move from one lo- 
cation to another. Many of these move 
twice in a single year. We estimate that 
about $1.5 million is being collected an- 
nually from such customers, an amount 
which would otherwise have to be paid by 
all customers through higher rates. 


A NUMBER OF important changes have been made in our rates to 
pi large industrial customers, designed particularly to build sales 
and improve load factors. In prior years, these larger customers were 
served on a dump basis at a relatively low rate. In warm years, or if 
for any reason gas was in excess supply, we were vulnerable to the 
loss it ore business to fuel oil. On the other hand, in a cold 


season, there was the problem of equitably allocating the lesser vol- 


umes of available gas among the larger interruptible customers, most 


of whom were major steam-electric plants. 


Some Rate Modifications 

* 1957, we put into effect a new sched- 

ule providing for term contracts under 
which the priority of service was related 
both to the customer’s contract volume and 
the length of contract. Minimum take-or- 
pay volumes were required, equal to ap- 
proximately 80 per cent of the contract 
amounts in the summer and 50 per cent in 
the winter. 


Finally, the summer rate was blocked 
to reflect load factor related to the con- 
tract volume. While all these provisions 
resulted in a fairly complicated rate sched- 
ule, it has really paid off dollarwise dur- 
ing the last eighteen months, when we 
would otherwise have lost large volumes of 
gas to cheap fuel oil. These longer-term 
contracts, by assuring us of market out- 
lets for specific volumes of gas for specific 
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periods, have placed us in a much improved 
position to acquire major new out-of-state 
gas supplies, such as are now planned for 
delivery from the Transwestern and Rock 
Springs projects. In this manner we are 
able to further anticipate our firm market 
requirements, and at the same time take 
care of current industrial needs, particu- 
larly during days of heavy smog when the 
local air pollution control authorities re- 
quire all industrial plants to burn gas to 
the extent supplies are available. 


Aroruee development, while much less 

important from a volumetric view- 
point, has captured many more columns of 
news space. I refer to a néw rate put into 
effect last year covering the sale of gas 
for street and outdoor lighting. As you 
all know, there has been a great resurgence 
of interest in gaslights across the entire 
nation. 

In southern California a_ special 
rate was developed for this purpose, and 
a promotional program was set up, with 
the result that we and our affiliate, South- 
ern Counties Gas Company, have added 
14,000 gaslights to our lines. 

Although we do not expect to see the 
gaslight replace the electric light, it does 
provide us with a high load factor, atten- 
tion-getting, gas-using appliance which 
opens the door to other gas sales. 


Load Builder Par Excellence 
N the end of 1957, a new provision was 

included in all of our rates which has 
so far turned out to be one of the best 
load-building incentives we have ever de- 
vised. This provision established a 25 per 
cent discount on gas usage for direct gas- 
fired air-conditioning equipment during 
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our off-peak months of May through Oc- 
tober. 

For a home large enough for a three- 
ton air conditioner, the annual space-heat- 
ing requirements in our service area are 
about 80,000 cubic feet of gas, of which 
90 per cent is used in the six winter months 
and about 10 per cent during the summer 
months—a highly unbalanced load. With 
an all-year gas air conditioner, the annual 
usage is increased by about 90,000 cubic 
feet with more than 90 per cent of this 
use in the six summer months. Air condi- 
tioning not only doubles the total usage for 
a given customer; it converts a very poor 
load factor to a very good one—even to 
the extent of having a slight peak during 
the normally off-peak summer season. The 
competition for this load is very keen, 
however, and special incentives such as 
the 25 per cent discount are needed to de- 
velop sales. 


W: are so enthused with the results ob- 
tained in the residential and small 
commercial field, that we are now planning 
to develop special rates for gas-energized 
air-conditioning equipment of all types, 
including the large tonnage units in office, 
commercial, and industrial buildings which 
are currently served on relatively low in- 
terruptible schedules. For most customers, 
no added capital investment is required to 
serve the air-conditioning load. Billing 
costs are almost the same, while customer 
service costs increase only moderately. In 
fact, the only significant incremental ex- 
pense is the commodity cost of the gas it- 
self. Under the circumstances, we believe 
a minimum rate, approximating the cost 
of gas, is justified to help us capitalize the 
opportunities for load building and load 
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factor improvement obtainable from air- 
conditioning business. 


uR friend with the eleven children has 
been looking at this problem of load 
factor, too. Three of the kids have worn 
the same shirts, and diapers cover three 


or four crops of babies before they wear 
out. Bunk beds hold down the need for 
more bedrooms. I think after watching 
him manage, that we ought to have him 
join us to help solve our problems, for I 
am sure we will still be adding customers 
long after he is through adding children. 





AGA 1959 CONVENTION TIMETABLE, CHICAGO, 
ILLINOIS 


Sunday, October 4th 
Exhibit: New Tools for Growth and Service (till 6 p.m.). 
—— Normandie Lounge, Conrad Hilton Hotel (till 
p.m.) 


9.00 a.m. 
1.00 p.m 
Monday, October 5th 
8.00 a.m. Registration, Normandie Lounge, Conrad Hilton Hotel (till 

p.m.). 

9.45 am. First General Session, Grand Ballroom, Conrad Hilton Hotel. 
12.30 p.m. Luncheon for Gas Industry Management, Williford Room, Con- 
rad Hilton Hotel. 

— Service Round Table, Beverly Room, Conrad Hilton 

otel. 

2.30 p.m. Exhibit: New Tools for Growth and Service (till 6 p.m.). 
2.45 pm. General Management Section, Waldorf Ballroom, Conrad 
Hilton Hotel. 

Operating Section, Williford Room, Conrad Hilton Hotel. 
President’s Reception and Dance, Grand Ballroom, Conrad 
Hilton Hotel. 


Tuesday, October 6th 
Lene Service Breakfast, Williford Room, Conrad Hilton 
Registration, Normandie Lounge, Conrad Hilton Hotel (till 
9.45 a.m. aan Cound Session, Grand Ballroom, Conrad Hilton Hotel. 
33 am Ba OP py} New Tol or Groth an Servi 


12.30 p.m. Accounting Section Luncheon Meeting, Upper Tower, Conrad 
Hilton Hotel. 

1.00 p.m. Ladies’ Luncheon and Style Show, Terrace Casino, Morrison 

Hotel. 

Industrial and Commercial Gas Section and Residential Gas 

Section—Joint Meeting—Williford Room, Conrad Hilton Hotel. 


Wednesday, October 7th 
Registration, Normandie Lounge, Conrad Hilton Hotel (till 
12 noon). 
9.45 am. Third General Session, Grand Ballroom, Conrad Hilton Hotel. 
11.30 am. Executive Session. 
12.30 p.m. “New Horizons for Sales” Luncheon Meeting, Grand Ballroom, 
Conrad Hilton Hotel. 
3.00 pm. Exhibit: New Tools for Growth and Service (till 6 p.m.). 


Thursday, October 8th 
9.00 am. Exhibit: New Tools for Growth and Service (till 12 noon). 
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2.15 p.m. 


8.30 p.m. 


8.00 a.m. 
9.00 a.m. 


2.00 p.m. 


9.00 a.m. 





The Gas Industry’s Contribution 
to the National Economy 








By HAROLD MASSEY* 


Managing Director, Gas Appliance Manufacturers Association 


With total gross assets now totaling $22 billion—or more than double 

what it was less than a decade ago—the natural gas utility and 

pipeline industries are firmly established as major contributions to 
the economy and social welfare of the United States. 


ERYONE seems to be more housing- 

conscious these days. The influence 

of the typical American home has 
reached even into the realm of interna- 
tional politics—literally. 

This was apparent in the news reports 
of the discussion between Vice President 
Richard M. Nixon and Nikita S. Khru- 
shchev, chairman of the Council of Minis- 
ters of the U.S.S.R., as they toured the 
all-gas kitchen of a model home at the 
American National Exhibition in Mos- 
cow’s Sokolniki Park. 

“You Americans expect that the Soviet 

*For additional personal note, see “Pages with 
the Editors,” 
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people will be amazed,” Mr. Khrushchev 
said. “It is not so. We have all these things 
in our new apartments.” 

To which Mr. Nixon replied, “We do 
not claim to astonish the Soviet people. 
We hope to show our diversity and our 
right to choose. We do not wish to have 
all decisions made at the top by govern- 
ment officials who say that all homes 
should be built the same way.” 


Whole World Listened 


” this way the most dramatic and prob- 
ably the most important public debate 
of our generation began. Suddenly the 
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attention of the whole world was focused 
on events taking place in a model Amer- 
ican gas kitchen on display in the very 
heart of the Communist dictatorships. 

The repercussions on international af- 
fairs of what the Soviet chairman and the 
U. S. Vice President said in public and 
in private cannot be fully evaluated as 
yet. Let’s leave that to the historians. 

As a member of this nation’s burgeon- 
ing gas industry, though, I find the now 
famous “kitchen debate” stimulating for 
yet another reason. I cannot help wonder- 
ing what started it. What did Mr. Khru- 
shchev see in that display that prompted 
him to rush so vehemently to the defense 
of Russian enterprise? Why did he, right 
up to the day the exhibition closed, make 
repeated critical remarks about our hav- 
ing displayed too many home appliances? 

He said the Russian people were not 
interested in seeing such “gadetry.” But 
weren’t they? The comments of those who 
visited the exhibition revealed that this 
phase of the show was, if not the most 
popular, certainly one of the top attrac- 
tions. 


Through Others’ Eyes 


it takes a foreigner to make 

us see what is really going on here at 
home. There is a lot of truth, you know, 
in that old proverb about not seeing the 
forest for the trees. 

One of the very great advantages of 
being in close touch with the affairs of the 
Gas Appliance Manufacturers Association 
is the opportunity it has given me to stand 
off occasionally and take a look at the 
overall scene. It is a good thing to do. I 
think everyone ought to take time once in 
a while to look about the world surround- 
ing him. 


I assure you that what you will see will 
be rewarding, inspiring, and challenging. 
You will learn, for example, why it is that 
the things we take for granted every day 
of our lives are met with sheer disbelief 
by the peoples of other lands. You will 
see why the selection of a gas kitchen for 
display in the American National Exhibi- 
tion was so appropriate. And why it 
created such a stir. 

You will learn how much of an impact 
the production, transmission, distribution, 
and utilization of gas has had on the econ- 
omy of our nation. And, perhaps even 
more important, you will discover how 
mighty a contribution this industry is 
making to the social welfare of the nation. 


Fifth Largest Industry 


_ gas industry now is recognized 
as one of the nation’s fastest-growing 
industries. On the basis of plant invest- 
ment, it has moved from sixth to fifth 
place among America’s largest industries. 
The gas utility and pipeline industry alone 
has gross assets now totaling approxi- 
mately $22 billion. That is double the 
$10.9 billion estimated in 1951. 

The industry now serves 40,492,000 
homes, including 8.7 million liquefied 
petroleum customers. Back in 1951 the 
overall total was 31.7 million. Each year 
some 900,000 new customers are added 
to the total. 

Natural gas and natural gas liquids now 
supply 29.7 per cent of the nation’s energy 
requirements. It was only 11.4 per cent 
in 1940. 

Every day of the year gas equipment 
is used in the preparation of more than 
250 million meals in 35 million American 
homes and 66 million meals in public and 
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institutional eating places. This means 
that most American families rely on gas 
to handle the costliest item in the average 
family budget. And, therefore, gas is a 
vital factor in the diet of the world’s best- 
fed nation. 

This industry’s further contribution to 
public health and welfare is evidenced by 
the use of gas water-heating facilities in 
nearly 22 million homes. 


Comfort Leader 


M” than 40 million pieces of gas- 
heating equipment make this indus- 
try the leading purveyor of comfort, not 
only in the majority of homes but also in 
countless commercial and industrial estab- 
lishments. 

Besides the fact that there now are 
more than 103 million gas appliances in 
use, including 3.5 million gas refrigera- 
tors, half a million gas incinerators, and 
400,000 gas clothes dryers, there are other 
proofs of this industry’s contribution to 
the progress and well-being of America 
that most persons closely allied with this 
industry overlook until they back away 
for a really broad view. 

GAMA President Edward A. Norman 


& 


cited many of these contributions in his 
recent address before the American Gas 
Association’s annual convention in Chi- 
cago. 

He referred to the biggest bank build- 
ing in the South, the 40-story Republic 
National Bank, and the Statler-Hilton 
1,001-room hotel, both in Dallas, as being 
completely gas air-conditioned and reliant 
upon gas for all other service functions. 
Nor are these two examples any longer 
unique in the commercial construction 
field. He identified the biggest airport in 
the world, Idlewild, in New York, as gas- 
equipped for all purposes. 


Serves National Defense 


HE Great Lakes and San Diego Naval 

Training stations, he pointed out, 
serve 60,000 gas-cooked meals daily. In 
fact, all major military establishments 
now are big gas customers, and the three 
huge main kitchens of the Pentagon are 
no exception. 

The famous Washingtonian Motel, 
near the nation’s capital, is a standout gas 
installation, as are many other distin- 
guished motel developments throughout 
the country. 


THE GAS INDUSTRY’S PATTERN OF GROWTH 


Gross Assets (of Utility and Pipeline Companies) 


Employees 
Customers (Utility and LP Gas) 
Appliances in Use 
Domestic Ranges 
Automatic Water Heaters 
Central Heating Equipment 
Refrigerators 
Household Incinerators 


Clothes Dryers, Direct Heating Equipment, and Other 
TOTAL 


* As of December 31st. 


1951* 1958* 
$10,900,000,000 $21,000,000,000** 
178,000 


; 206,200** 
31,700,000 40,492,000** 
27,425,000 33,000,000** 
15,400,000 21,022,200*** 
4,634,000 10,798, 100**** 
N.A. 3,430,000**** 
N.A. 465,000**** 
N.A. 33,284,700**** 
102,000,000 


Sources, **American Gas Association; ***“Gas Heat and Comfort Cooling”; ****Gas 


Appliance Manufacturers Association. 
OCTOBER 8, 1959 


608 





THE GAS INDUSTRY’S CONTRIBUTION TO THE NATIONAL ECONOMY 


The ultramodern Atlantic Research 
Building, in Washington, is going to use 
gas for air conditioning because the suc- 
cess of many delicate scientific experi- 
ments will depend on properly controlled 
atmospheres. 


Gas heavy-duty heating equipment is 
beginning to have a powerful effect on 
employee good will and labor efficiency in 
many heretofore hard-to-heat industrial 
plants. 

The mammoth Alamo Stadium at San 
Antonio and the Milwaukee Braves’ 
County Stadium are just two examples of 
the many modern arenas and ball parks 
now either equipped or planning to install 
gas facilities for player and patron com- 
fort. 

A few years ago, when the Civil De- 
fense authorities in Chicago staged an 
evacuation of the city in a simulated A- 
bomb attack, gas equipment was wheeled 
into action to help feed thousands of 
“evacuees” and provide hot water for san- 
itary purposes. 


A-bomb Test 


Groerey after that, an actual A-bomb 
explosion was set off on Yucca Flats 
in Nevada. One of the purposes of the 
detonation was to find out how various 
utility services and appliances would make 
out under real attack conditions. Gas 
meters, mains, and home equipment sur- 
vived practically intact, while electric 
power lines in most of the attack area 
were torn down by the bomb impact. 

In February of last year the East Ohio 
Gas Company was put to the supreme test 
when a wave of zero weather created a 
record demand for gas. The company dis- 
tributed 1.6 billion cubic feet in a single 


day, as much as would ordinarily be sent 
out in the entire month. Every emergency 
technique known to the business was em- 
ployed to get this spectacular job done. I 
refer to it, though, as Ned Norman did, 
as only one of the many examples of pub- 
lic service on the honor roll of the gas 
industry. 

A single statistic on the growth of gas 
heating speaks volumes on the public’s 
choice of fuels. In Chicago alone, the 
number of gas heat installations has risen 
from 30,000 to more than 300,000 in a 
little over ten years, despite a limitation 
order requiring the utility to get permis- 
sion from the Illinois Commerce Commis- 
sion when it wants to increase its heating 
clientele. 

It is certainly no secret that gas is play- 
ing a prominent role in almost every phase 
of defense production, and has come 
closer than any other heat source to sup- 
plying the atmospheres needed to condi- 
tion metals to the orbiting needs of space 
research. 

Perhaps you did not know, though, 
that gas equipment figured in the 
construction of the Alternating Gradient 
Synchrotron at Brookhaven National 
Laboratory near New York, which by 
1960 will give American science its might- 
iest atom-smashing machine. 


Serves Industry, Too 


HECK a survey made by GAMA’s pub- 

lic relations staff on the leading 
companies in each of America’s top hun- 
dred industries, and you will find that 
there are many additions to the old esti- 
mate that there are 26,000 uses of gas in 
industry. All of the respondents use gas 
as a mass heating, heat treating, or pre- 
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cision tool; and in their laboratories where 
new products and new processes evolve, 
gas is virtually indispensable. 

A recent GAMA study has also re- 
vealed that there are more than 15,000 
ranges in the home economics classrooms 
of the nation’s major public school sys- 





tems, and a fraction over 83 per cent of 
them are gas-operated. Why such a pre- 
ponderance of gas ranges? The educators 
said, in effect, most of the children’s 
homes have gas ranges and it makes sense 
to teach them on the same kind of equip- 
ment they will be using at home. 


- 
at 
<a 


Pe IS 


a 


Sale of Gold Star Gas Ranges Gets Impetus 


pei are definite signs, | am very pleased to report, that the Gold Star 
idea and all it implies is beginning to inspire the entire industry. This year, 
for the first time, the manufacturers of domestic ranges have joined in des- 
ignating and promoting their top-quality lines with the Gold Star Award of 
the American Gas Association. Each range has 28 specified modern improve- 
ments and at least two other optional features. Although the first year of this 
program still has several months to go, the industry already is showing marked 
improvement in the number of sales and dollar volume. 


HE conviction that the public will ac- 

cept and pay for quality now is 
spreading to other segments of the gas 
appliance industry. The water-heater peo- 
ple have had some constructive meetings 
along this line. And the industry’s heating 
divisions are giving favorable considera- 
tion to a general upgrading of products, 
planning and promotions, not only to en- 
hance their own market outlook but also 
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to meet competition head-on. Such moves 
also are contemplated by the gas dryer 
and incinerator divisions. 

These can and should mean more than 
just the improvement of production and 
marketing standards. It can mean justify- 
ing a price structure that will permit ear- 
marking of funds for promotion to assure 
continuation of this positive trend in our 
industry. Just as important, though, it will 
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provide the means to enable the gas in- 
dustry to devote additional effort on re- 
search. It is encouraging to see this indus- 
try gaining skill in the use of the tools of 
research, acquiring the ability to interpret 
its findings, and making ready to produce 
what those findings show it must produce 
to meet the demands of the 1960’s. 


Bigger Areas to Heat 


6 veers is a big bulge on the horizon in 
the fact that three out of five workers 
in this country now own their own homes. 
And all available statistics show a steady 
movement toward four out of five. 

This will give millions of new home 
owners the freedom of choice of equip- 
ment they could not enjoy as tenants. 
Furthermore, while it took fifty years for 
the average income families in this nation 
to expand their homes from less than one 


room per person to one-and-a-half rooms 
per person in the typical new dwelling, it 
now looks as though an advance to two 
rooms per person is in the cards for the 


1960’s. 


Applied to the nation’s 1959 housing in- 
ventory, the two rooms per person for- 
mula would mean 33 per cent more cubic 
footage to heat (and cool) and comparably 
larger needs for cooking, laundering, and 
waste disposal facilities, as well as the 
equipment required for personal and 
household hygiene. 

In addition to these potentials, we see 
the possibility of a considerable stepping 
up of the entire replacement market for 
all types of gas equipment. With all their 
virtues of endurance, there are millions of 
appliances that are now in their tenth or 
even twentieth year of service. More than 
ever we are concentrating our promotion- 


al fire on selling the advantages of up- 
dated living and updated equipment. 

Other signs of the times include such 
developments as the two-furnace and two- 
boiler home market; a wide-open market 
for year-round gas air conditioning her- 
alded by more and more announcements 
of commercial, institutional, and other 
large-scale installations ; a vastly improved 
gas refrigerator outlook; concurrent ad- 
vances in hot-water-using equipment in 
kitchens, laundries, and bathrooms, with 
their consequent effect on water heater 
sales, and encouraging approval of gas 
incinerators by air pollution, health, and 
municipal officials. 


For Senior Citizens 


W: are getting a good deal of satisfac- 

tion also from the way housing de- 
velopments for senior citizens have been 
working out in favor of gas. As you know, 
a number of misguided housing officials 
in the past have advocated complete elec- 
trification—even for cooking and heating 
—for senior citizen units of housing de- 
velopments built with public funds. This, 
apparently, resulted from the circulation 
of a false theory that gas is more “hazard- 
ous.” 

These community planners completely 
overlooked the fact that gas has been 
proven safe time after time in such places 
as the home economics classrooms of the 
New York Lighthouse school for the 
blind, where safety is of paramount im- 
portance. Also obviously forgotten is the 
fact that the vast majority of the senior 
citizens for whom the housing units are 
planned have cooked with gas and used 
the fuel for other purposes all their lives. 

You can readily understand our pride 
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and satisfaction, then, on learning that 
this attitude also has changed. We have 
found numerous large cities that have de- 
veloped, or are planning, housing for the 
aged in which gas is used for one or more 
purposes. And the number is growing 


steadily. 
AS to the commercial and industrial 
equipment fields, too, there is good 
reason to look forward to substantial prog- 
ress. Occasionally, we hear of certain de- 
fections from the ranks of commercial gas 
cooking, but the latest sales figures of the 
GAMA commercial division show a siz- 
able increase over last vear in the country 
as a whole. 

In the industrial category, hardly a day 
passes without at least one announcement 
of a new development made possible by 
gas, revolutionizing the processing of one 
or more items of consumer goods. 

Several years ago the GAMA Indus- 
trial Division adopted a Code of Ethics 
which symbolizes the integrity and per- 


3 


formance of its products. The Signer Seal 
of the Code of Ethics has assumed the 
proportions of an endorsement of such 
products and is recognized as such by 
many industrial executives and municipal 
inspectors. 


Business Outlook 

Op most recent semiannual “Gen- 
eral Business Outlook” report bears 

out the gas industry’s optimism for the 
immediate as well as long-range future. 
The substantial sales gains reported dur- 
ing the first six months of 1959, in fact, 
have far exceeded the manufacturers’ 
earlier predictions straight across the 
board. As a result, the consensus of opin- 
ion now is that the final total of 1959 
sales will exceed those of 1958 by 10 per 
cent, and the 1960 unit sales will be an- 
other 3.8 per cent above the current year’s. 
Even though the rate of sales increase 
is expected to slow down somewhat in the 
concluding months of this year, the 1959 
total sales of built-in gas ranges, auto- 
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1958 
Domestic Gas Ranges 
Free Standing 


1,665,000 
2 


231,000 
TOTA 1,896,000 


Automatic Water Heaters ...... 
Gas Central Heating Equipment 
Warm-air Furnaces 
EL Ope eee 
Conversion Burners ......... 
AL 
Vented Recessed Wall Heaters .. 
Gas Floor Furnaces ............ 
Direct Heating Equipment 
Gas inemerators ........63.%...00. 
Gas-fired Unit Heaters .......... 
Gas Duct Furnaces ............. 
Commercial Gas Ranges 


*Consensus of manufacturers polled. 
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2,673,400 
853,700 


Per Cent 
Per Cent 
Change 


+ 30 
+474 
+ 84 


Change 
1960* From 1959 


1959* 
1,714,300 
00 


2,054,700 
3,030,700 


1,062,000 


1,756,200 
400 


2,155,600 
3,076,600 


1,117,400 
144,100 
113,600 
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88,300 
1,529,600 
44,300 
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23,700 
32,300 
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matic gas water heaters, gas warm-air 
furnaces, gas boilers, and gas-vented re- 
cessed wall heaters may very well reach 
new all-time peaks. 

The industry’s growing optimism is 
demonstrated in a comparison of the pre- 
dictions reported by GAMA at the end of 
1958 and mid-1959., In the earlier report, 
gas range manufacturers felt that 1959 
sales would approximate 1,883,100 units. 
Now, with a relatively active first half a 
matter of record, the consensus is that the 
current year’s gas range sales will total 
2,054,700 units. They also expect this 
trend will continue through 1960, with 
sales reaching 2,155,600 units that year. 

If all the manufacturers produce and 
sell the quantities they individually antici- 


pate, an even more optimistic prediction 
will be in order and the industry’s 1960 
total may go as high as 2,276,700 ranges. 


HILE these estimates indicate a busy 

and prosperous future ahead for this 
industry, we also realize they portend the 
greatest challenge we have ever faced. The 
predictions will be meaningless unless ev- 
ery manufacturer and every utility and 
every pipeline company steels itself to 
meet the tremendous demands that lie 
ahead. 

I am firmly convinced, however, that 
we are equal to the challenge and that we 
will be ready to make the effort and sacri- 
fices required to win the prize of continued 
public acceptance. 








a 


start us on the — to full employment. 


"One of the 


HILE there is a great deal about economics that the greatest 
scholars do not know, yet enough is known, if applied, to 


irst steps must be to rid ourselves of the childish 


notion that the way to increase employment is to raise the wages 


of labor. ... 


"The one absolutely certain way to insure that there will always 
be unemployment is to force wages upward faster than the produc- 


tivity per worker increases. 


"The argument that higher wages enable workers to buy more of 
their own products, and that this would require more workers, simply 


does not figure out. 


"To begin with, wage earners and their families are a minority of 


the consumers. Forcing wages up faster than the product per worker 
increases would increase the cost of producing their product. The 
consuming majority, having to pay the higher cost, without any in- 
crease in their incomes, would buy fewer products. Reducing the 
purchasing power of the majority would more than offset the increase 
in the purchasing power of the minority. . . . 

"The cure for unemployment doesn't just happen. There must be 
an increase in the number of competent job makers, a decrease in 
the number of job seekers, or both." 

—THOMAS NIXON CARVER, 
Columnist. 
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The Federal Power Commission 
and the Economic Analyst 


By ROBERT B. ECKLES* 


Does the Federal Power Commission need a balance 
wheel among its many specialists to look after the 
interests of the national economy? Surely regulation 
needs some consistent direction, especially in the 
area of the gas industry. Decisions might well be 
modified in the light of an analysis of what their 


long-range effects would mean to the public. 


overly pleased with the regulation 

now given the natural gas industry by 
the Federal Power Commission, This gen- 
eral statement would probably be hearti- 
ly supported by members of the commis- 
sion, the commission staff, the distributors 
or public utilities, the pipeline manage- 
ments, and the producers of natural gas. 
Each group would, and assuredly does, 
have each its collective reasons for dislik- 
ing the out-of-jointness that characterizes 
federal regulation. Each probably would 
differ from the other on what was wrong, 
and on what steps should be taken to put 
everything right. Discontent with federal 
regulation of this industry has as many 
faces as there are interests, each looking 
at the picture from its own vantage point 
and seeing it in almost totally different 
colors. 


f would be hard to find anyone who is 


*Project director, natural gas history project, 
Indiana Historical Society, Indianapolis, Indiana. 
For additional personal note, see “Pages with the 
Editors.” 
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Only one of the aspects of regulation 
that seems to irritate and create discord 
can be discussed here. That is the problem 
of giving sufficient consideration to the 
economics of the industry seen in the light 
of regulatory practices. Under the provi- 
sions of the Natural Gas Act the Federal 
Power Commission is charged with the du- 
ty of protecting the interest of the general 
public, the consumers, when natural gas 
is sold for resale in interstate commerce. 
The production of natural gas, its trans- 
portation, and its distribution are regu- 
lated according to well-established public 
utility concepts and laws. 


question to ask is whether or 

not the methods and practices of the 
commission have not ended in a paradoxi- 
cal situation. Have they brought about a 
state of affairs in which the industry and 
in the long run the general public has not 
been harmed by the very regulations de- 
signed to protect their interests? No one 
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can contend for a minute that any harmful 
result of the commission’s procedures has 
been purposeful or anything but the re- 
sult of fortuitous circumstances. It would 
be hard to find a more devoted or hard- 
working group of federal employees than 
those of the Federal Power Commission. 
Their willingness to carry on under handi- 
caps of lack of trained personnel and suffi- 
cient staff inspires nothing but the highest 
praise for their efforts. 


Ww™ is here brought into question 
are the efforts themselves. Have 
they been those that have neglected the 
most basic interests of the people and the 
industry presumed to serve them? When 
the work of the major specialist groups 
within the commission is examined the 
first impression is that each has done well 
the general task assigned it. 

These divisions are the engineering, 
the accounting, the judicial, and the 
legal sections. These terms do not, of 
course, conforrp to the titles given these 
general divisions within the commission. 
They are called the commissioners, office 
of secretary, office of hearing examiners, 
chief engineer, office of general counsel, 
office of chief accountant, office of admin- 
istration, bureau of rates and gas certifi- 
cates, and so on. But the dividing of the 
work does fall into the categories first 
mentioned because it describes accurately 
the special skills employed by the commis- 
sion. Each general specialty demands the 
absorbing professional work of a staff of 
trained men, each selected specially for his 
particular ability in his chosen area.? 


1See “Reorganization of the Federal Power 
Commission,” by Daniel M. Ogden, Jr. Pustic 
Utiities FortNIiGHTLy, Vol. 61, No. 11; May 22, 
1958, pp. 737-751. N.B. Footnote cited on p, 751. 


Professional Experts in FPC 

HE Federal Power Commission is an 

agency of experts. Its Civil Service 
list, and the job descriptions that appear 
there assure the general public that the 
men who do the work and make the de- 
cisions are specialists. The problem that 
is raised by their actions and decisions is 
not one of their ability to perform as spe- 
cialists, It is rather one that their actions 
as specialists have narrowed their collec- 
tive vision to the point where they are 
myopic in looking at the interests of the 
national economy. It is from their unques- 
tioned expertise that unfortunate trends 
in regulation may come, or are now pres- 
ent, according to the point of view that 
one may take. It very definitely has led to 
severe criticism of current regulation. 


Indispensable Engineers 

7 professional skill of the engineer 

has been used by the commission to 
insure the public that the supply of natural 
gas is guaranteed and delivered under safe 
and scientifically acceptable conditions. 
When a certificate is to be approved for 
new construction of a pipeline, for addi- 
tional horsepower installation, for confor- 
mation of engineering requirements for 
strength of materials and construction, the 
engineers go to work. It is they who as- 
sure their colleagues that the facilities to 
be certificated or in other ways to be ap- 
proved meet every specification of the en- 
gineering profession. They must see to it 
that pipelines are not built that will fail 
in technical performance to do what their 
designs call for them to do. They must as- 
sure the public that there is ample natural 
gas at hand to meet the market needs of 
the customers at the time of certification, 
and that additional reserves are truly at 
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hand and usable when they are consid- 
ered. 

The engineers’ work is fundamental to 
most actions taken by their colleagues. 
They pass on the physical fact and the fea- 
sibility of expanding, construction, and 
the machinery of pipeline operation. Theirs 
is a task calling for the highest training 
and specialization. Natural gas engineer- 
ing and pipeline construction and opera- 
tion are special branches of the civil, the 
geological, and mechanical engineering 
specialties. 


Figure and Fact Men 


_ next group of specialists in this 

agency makes up the battalions of ac- 
countants and rate men. Theirs is the very 
hard task of answering two most vital 
questions about a company. The first ques- 


tion is whether or not the company’s fi- 
nancial organization from original cost 
to gross income is sound. The second ques- 
tion relates to the correct determination 
of rates to be charged customers buying 
gas from public utilities. Since the agency 
has adopted a principle for rate determina- 
tion, the prudent investment principle, and 
has had it approved by the courts, it must 
make its rate findings in accord with it. 
The accountants not only have the duty 
of accurately reporting such items as cost 


and depreciation, but also that of fixing 
the rate of return. The accountant’s spe- 
cialty is reporting matters of record un- 
der most conditions. Here he is asked to 
do something essentially outside the field 
of his basic training. He ought not to be 
required to say whether or not a rate is 
adequate or proper. He ought to be asked 
to state only what would be the results of 
a course of action taken under set circum- 
stances. The economist rather than the rec- 
ord keeper or reporter of facts should be 
required to determine such matters as rates 
based on future costs or earnings. 


SpPecrricaraw, there can be some valid 

objections to the accountant’s insist- 
ence upon the earnings-price ratio as a 
true indication of profitability. What is 
of vital concern are the future earnings ca- 
pacity and trends of industrial perform- 
ance. 

Earnings-price ratio is based on mar- 
ket speculation in securities, on supply and 
demand of security markets, and on cor- 
poration net worth, mostly of nonutility 
corporations. The relationship that exists 
between prices of securities of nonutilities 
and what should be allowed on earnings 
of specific, regulated companies is, per- 
haps, more a matter for the economist 
than it is for the record keeper. 


WITH THE ENGINEER the accountant must work in the field gathering sta- 
tistics and facts. He must protect the public of consumer and investors through 
his investigations into expenditures of the natural gas companies. In the per- 
formance of this duty he is able to require companies to follow a uniform sys- 
tem of reporting their accounts. Since he is the expert having the last word on 
the part of the commission about rates of return and allowances for costs he 
is the financial and economic keystone of the specialist groups. The industry 
in the economic sense depends upon the accountant's good judgment, his 
technical knowledge, and his sense of justice. 
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Lawyers Must Be Versatile 


) eee shape to the commission’s busi- 

ness is given by the professional law- 
yers. They steer causes through hearings 
where they represent the commission. 
There they meet other lawyers represent- 
ing petitioners and interveners. The hear- 
ing examiners are lawyers who after listen- 
ing to arguments and reviewing evidence 
write opinions for the commission’s ap- 
proval. 

The commissioners themselves usually 
are lawyers. It would be difficult to 
carry on properly if they were not. After 
all the hearings, the problems of public 
utility regulation, and the right of appeal 
to the United States circuit courts and 
Supreme Court of interested parties, mold 
the conduct of business into a legal affair. 

From the beginning to the end of any 
vital piece of business the lawyers are con- 
sulted, must write the case, the opinions, 
and the decisions. They must be not only 
first-rate lawyers but experts in the legal 
and technical problems of natural gas, wa- 
ter, and electricfty regulation. There is a 
specialist corps of attorneys serving in the 
commission who have become masters at 
conducting business within the technical 
and highly specialized regulation of the 
commission. Theirs is a skill acquired 
painfully over the years. 


Elite Corps—The Examiners 


|. ‘onwee of specialists, the examiners, is 

required to know both law and the 
problems of the natural gas industry par- 
ticularly. The examiners are required to 
digest hundreds of thousands of words 
making, at the end of their readings, a 
short, cogent recommendation to the com- 
mission for final decision. All too fre- 


quently these hard-working specialists 
write recommendations that become the 
final judgments of the commission. They 
are close to the facts, know the parties, 
and are presumed able to interpret ac- 
curately the true interests of all parties. 
Theirs is usually a training in public utility 
law or administrative law and only occa- 
sionally one that includes economics or en- 
gineering. 

At the head of the agency’s officials and 
possessing final authority are the five com- 
missioners, They must weigh every deci- 
sion made by the staff, and must speak 
their minds in the end after all parties to 
a cause have been heard. It is undeniable 
that their workdays are more than filled 
with commission problems. They are, in 
the best sense of the word, held in thrall 
by the staff. Without the information and 
services of the staff they could not move 
an inch toward reaching equitable de- 
cisions. The experts of the staff work to- 
ward the proper goal of supplying them 
with adequate information properly organ- 
ized and well-considered. 

At first glance it might appear that the 
combination of the professional skills of 
the engineer, the accountant, and the law- 
yer would amalgamate in such a way that 
regulation would be farsighted, in the in- 
terests of the general public, and fair in 
its balanced consideration of the rights of 
all the parties having business before it. 
It is suggested that this cannot be and is 
not the case in respect to the broad, over- 
all consideration of the economic condi- 
tions of the natural gas industry. 


Broad Viewpoint on Actions 
Needed 


|. nrc in the proceedings before the 
commission is there anyone assigned 
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the important task of looking at or con- 
sidering the broad economic effects of the 
commission’s actions. It is true that a good 
look is taken at the rights of coal dealers, 
or the protests of railroads hauling coal. 
A good look is taken at the costs of pro- 
duction and the price the consumer ought 
to pay for natural gas. It is likewise true 
that the costs of operation are carefully 
calculated and that the applications of pub- 
lic utility regulatory concepts are efficient- 
ly brought to bear in determining the rates 
of return. The financial structure of each 


pipeline is gone over with a magnifying 
glass. 

But each one of these investigations 
when added with others has failed to bring 
a total that represents the sum of the parts. 
Perhaps the trouble lies in an historic de- 
votion to one or two rigid interpretations 
of what the Natural Gas Act means. Or it 
may lie in the devotion of the staff to cer- 
tain clearly defined principles of public 
utility regulation, to a specific philosophy 
of serving the public best by serving the 
household consumer first, 


ihe Time Lags in Decisions Change Conditions 
we ERHAPS the need for an examination of the economic 
effects of commission procedure on actual operations is 
best illustrated in the frequently occurring situation created 
by the time lag in handing down decisions. Since the burden 
imposed by the Phillips decision in 1954,? it is not unusual 
for the examiner's opinion to come down three or four years 
after hearings have begun. In that time, it is quite possible 
for the market pattern and the economic status of the com- 
pany involved to have changed radically. There is no way, 
at the moment at least, for the commission or for applicants 
before it to insist that the changing pattern of business be 
reflected in the decisions and opinions when they are arrived 
at years after the problems to be decided have been first 
presented. 


From the profit-and-loss point of view, 
putting money under bond to be paid back 
on the chance of an examiner’s decision, 
and with interest, may affect radically the 
dividend payments or the credit of the 
company. At worst, all the economist 
could do in this instance is to point out the 
unreality of decisions intended to control 
situations that no longer exist at the time 
of their announcement. Under the best of 

2 Annual report of the Federal Power Com- 
mission for the year ending June 30, 1955. An- 
nual Report No. 35. Washington, D. C. P. 12. 
Phillips Petroleum Co. v. State of Wisconsin et 


al. (1954) 374 US 672, 3 PUR3d 129, approving 
100 PUR NS 506, 205 F2d 706. 
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conditions he would be asked to adjust 
rates and payments with relation to cur- 
rent costs and operations. He might even 
be able to help to avoid the situation 
wherein a company with a rate case pend- 
ing will introduce two or three new cases 
because the situation has changed so rap- 
idly since the date of the original applica- 
tion. 
Overspecialization Narrows 
Viewpoint 

|. mage outlcok covering not only pres- 

ent operations but those best calcu- 
lated to serve industry and the public can- 
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not be found in the decisions of the com- 
mission. 

It should be interjected at this point 
that this lack is not one coming from 
inefficiency or calculation. It comes rather 
from overspecialization. A good look at 
minute details by experts in three profes- 
sions has not resulted in a broad outlook 
on the economic problems of the indus- 
try. 

This need could be met in part by a con- 
tinuing study of the changing economic 
conditions of the entire fuel and energy 
supply industries of the nation. Specific 
decisions on the natural gas industry might 
come closer to remedying existing faults 
with the results of this research made 
available. 

It would be hard to find decisions, or- 
ders, and opinions that reflect a major con- 
cern with the problem of overcertification. 
One of the most important of economic 
considerations that ought to concern the 
staff and the commissioners is whether or 
not too many pipelines have been laid, or 
allowed to be built. 


 Birenpecnagel of natural gas is not 

the thing we are talking about. It 
is the broad question of whether or 
not natural gas should have been put 
into service of the domestic space-heating 
customer as it has. Demand of the domestic 
consumer may have been satisfied, but 
what of the broad problem of serving na- 
tional economic interests best by allocat- 
ing natural gas to industries? Faced with 
the threat of industrial competition with 
other nations, who in some respects can 
produce more cheaply and technologically 
as efficiently as we, the question may well 
be asked why there has not been recently 


a thorough investigation of the economic 
end uses of natural gas with this grave 
situation in mind? 


Economics Enters the Picture 


NX the time of passing the Natural Gas 

Act there was no question that a fed- 
eral agency would supervise the transmis- 
sion of natural gas carried in interstate 
commerce. Public utility regulatory prin- 
ciples and concepts were properly applied 
to the supervision of gas at the distributor 
end of the pipeline. Since World War II, 
however, the Phillips decision, and many 
others, have led the commission to extend 
its supervision to the pricing of gas in the 
well itself. 

A broad legal as well as an eco- 
nomic problem of the first order arises 
from this action. The commission is try- 
ing to keep prices of gas low for the su- 
perior type of user, the domestic space 
heater. And it does it by applying public 
utility concepts to the producing part of 
the business. 

However, the process of producing nat- 
ural gas does not fall easily into the pat- 
terns of operation foreseen by public utili- 
ty conceptions. There is competition, oli- 
gopolistic competition to be sure, in spite 
of assertions to the contrary, in acquiring 
gas lands. There is the fact of hazard and 
chance in bringing in flowing wells not 
contemplated sufficiently by public utility 
regulation. 

The commission staff has worked 
hard at trying to make these con- 
cepts apply to an economic situation for- 
eign to them. On one occasion, illuminat- 
ing in its demonstration of staff thinking, 
evidence that competition in producing 
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the Natural Gas Act assumed that it did 


does exist was criticized as irrelevant by 
not exist.® 


staff counsel to the proceedings because 


CONCERN WITH the right price of gas sold at the city gate and hence the 
price ultimately paid by the householder is a paramount consideration in the 
public utility theories applied by staff and commissioners. But specialization 
on the part of these men would seem to lead to neglect of the wider implica- 
tions of their actions. For example, it was proposed that one major pipeline 
serve the natural gas requirements of New England. Demand for a second 
pipeline was considered with the result that at present two great pipeline sys- 
tems supply this area with natural gas. However, neither one in 1956 was sell- 
ing natural gas up to the certificated capacity of their respective systems. A 
failure to look thoroughly at the competition of fuel oil or even of coal for the 
industrial and domestic market of New England is back of this unsatisfactory 


situation. 


New England’s natural gas costs were 
and are relatively high because the cer- 
tificated capacity of the pipelines was not 
sold. Had a broad market survey been the 
basis of the decision to approve a second 
pipeline, in short a broad look at the eco- 
nomics of the future of natural gas in the 
area, it might have been different. A 
thorough consideration of immediate de- 
mand in an area or market does not guar- 
antee that the best interests of either the 


8See Federal Power Commission hearings: 
On Matter of Champlin Oil & Refining Company, G- 
9277, G-9280; Western Natural Gas Company, G- 
9218; Sinclair Oil & Gas Company, G-9291 et al.; 
Tidewater Oil Company, G-13310 et al.; Pan 
American Petroleum Corporation, Continental Oil 
Company, G-9279; The Atlantic Refining Com- 
pany, G-9283, G-9284; Humble Oil & Refining 
Company, G-9287; C. V. Lyman, G-9289; Vol. I 
L.C. pp. 1-146; Vol. II L.C. pp. 147-298; Vol. 
IV L.C. pp. 540-691; Vol. V L.C. pp. 692-806. 
January 7-15, 1958; Washington, D. C. 

4See: for general problem annual report of 
the Federal Power Commission for the year end- 
ing June 30, 1953. Annual Report No. 32; pp. 131, 
132, Washington, D. C. Also bid. Annual Report 
No. 33, pp. 145, 146; Re Tennessee Gas Transmis- 
sion Co. (1950) 85 PUR NS 184, 9 FPC 262. Re 
Northeastern Gas Transmission Co. (1950) 9 
FPC 271. Northeastern Gas Transmission Co. v. 
Federal Power Commission (CA3d 1952) 95 
PUR NS 422, 195 F2d 872. Certiorari denied 
(1952)—US—. Algonquin Gas Transmission Co. v. 
Federal Power Commission (CAIst 1953) 98 PUR 
NS 462, 201 F2d 334. 
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area or of the industry are being served. 
One way of determining the economic 
problems of serving future and present 
markets would be to certificate only after a 
good elasticity of demand study of the 
market has been made. No such step, re- 
quiring the services of another expert, the 
economist, has ever been taken by the com- 
mission. 


yas the commission profit by adding 
to the expert skills it now employs 
those of market analysis, of economic ad- 
visers, of institutional economists? These 
men would have to serve as critics, advis- 
ers, and as prophets, pointing out the eco- 
nomic consequences of the actions of the 
engineers, the accountants, and the law- 
yers. Would their advice be taken, if it were 
given? The only place under the present 
procedure and within the framework of 
the commission’s organization where eco- 
nomic advice on the consequences of ac- 
tions might be used or made effective is 
at the commission level. 
The commissioners are the only ones 
who have the opportunity to sit back and 
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look over the entire picture. And they have 
neither time nor opportunity to do very 
much of this. A reading of their decisions 
leaves one with the impression that they 
are forced to confine themselves to the par- 


They undoubtedly would like to have 
time and opportunity to fit the immediate 
problem into the broader pattern of na- 
tional economic policy and growth. But 
they obviously have neither the time to do 


ticular problem facing them at the mo- it nor the information that would enable 
ment. them to do it. 


Could something constructive be accomplished by adding to the staff 
the expert services of professional economists P 























The present commission has a few of these men as staff members. They are not 
generally used as economists, or at least their professional skills are not ap- 
plied to the problems here discussed. It seems to be unwise to assert that the 
engineer, or the accountant, or the lawyer, no matter how well-read and how 
expersenced, can have quite the point of view of the trained economist. The 
staff and members of the industry are forever working around and over a basic 
problem—where management begins and regulation stops. Perhaps common 
sense might indicate that the economist might help out both parties by show- 
ing where regulation hurts efficient management and vice versa. He might 
serve as the alarm bell, pointing out to both that the zeal for interpretation 
and application of public utility concepts has entered an area of unreality or 
that service to the public has been dangerously neglected for the interests 
of the shareholder. 


HERE is no guaranty, of course, that 

the economist would function in this 
way. There is one very useful task he 
could perform, and might well limit his ac- 
tivities to it. He might present to the staff 
experts and applicants and interveners the 
economic analysis of the consequences of 
alternative decisions or proposals. For ex- 


ample, does service of an industrial area 
by two or more pipelines really answer a 
basic economic need? What does the rise 
in production cost truly mean to every 
type of consumer? Is the accounting prac- 
tice and procedure of determining cost one 
that considers the economics of transmis- 
sion, of production, or of distribution? 
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These matters might well be subjects for 
review of the staff economist. 


ne the present emphasis upon the 

expertise of the engineer, account- 
ant, and the lawyer be thought adequate 
for most tasks, still room might be found 
for the economic analyst to review their 
joint efforts. The special services section of 
the commission might have the scope of 
its functions enlarged to encompass the 
criticisms and the point of view of the 
economist charged with looking over and 
beyond public utility regulatory practices 
and to the long-run consequences of the 
commission’s decisions. 

The commission has relied on a combi- 
nation of three professional skills to pro- 
duce a well-rounded regulatory pattern 
dedicated to the public good. It would 
seem that the overview of the results of 
putting together these skills does not pro- 
vide for a kind of regulation that places 
in perspective some of the basic problems 
of loss or economic gain. Since the result 
of staff and commission decisions is based 
on a limited application of these particu- 
lar skills it cannot be expected that they do 
or can include the professional services of 
the economist. He is needed somewhere in 
the regulatory picture in order that he may 
help bring into focus the joint efforts of 
the present professional regulators. His 
knowledge and his training ought to pro- 


vide some corrective to the rather narrow 
and limited outlook made inevitable when 
his analytical abilities are not called for. 


Adding It All Up 


is is not to be taken that the present role 

of any or all of the three professions in 
regulating natural gas is to be downgraded 
or changed essentially. To their functions, 
however, there might be added the supple- 
mentary services of the man who looks 
over and beyond the question of whether 
6 per cent is the proper rate of return in 
an inflationary period, whether there is 
an ample supply of gas for a mere twenty 
years to supply a temporary market, or 
whether the legal precedents are in line 
with the proposal. 

There should be added the insight and 
the point of view of the trained man who 
looks at present profit and loss, trends to- 
ward nationalization of resources, or the 
competitive position of natural gas when 
sold anywhere in competition with other 
energy fuels. He should point out the ex- 
istence of competition in supply, in trans- 
mission, and in distribution. The recogni- 
tion that this competition is an economic 
fact is vitally necessary. The services of 
the trained economist in this case might 
act as a deterrent to the wrangling and the 
ever-blossoming causes of discontent that 
presently plague the commission and those 
who have business with it. 





“R ESORT to government ownership is the refuge of the fainthearted—of 
those who have no stomach for the coming economic battle with 
Communism, of those who have no confidence that the free enterprise sys- 


tem has the inherent strength to win the battle." 
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—KINSEY M. ROBINSON, 
President, Washington Water 
Power Company. 
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Washington and 


the Utilities 


Record Gas Construction 


OK’d by FPC 


Pere of natural gas trans- 
mission facilities estimated to cost a 
record $763,037,000 was authorized by 
the Federal Power Commission during 
the twelve months ended June 30, 1959, 
Chairman Jerome K. Kuykendall reported 
last month. The previous 12-month record 
cost of $725,433,000 was set in the fiscal 
year 1951. + 

The commission issued 198 certificates 
during the 1959 fiscal year, authorizing 
nearly 4,900 miles of pipeline and approx- 
imately 614,000 horsepower in compres- 
sor units, Chairman Kuykendall said. The 
$763,037,000 estimated cost of the facil- 
ities, the largest amount for any fiscal 
vear since the certificate provisions of the 
Natural Gas Act became effective in Feb- 
ruary of 1942, added more than 10 per 
cent to the certificated investment in facil- 
ities made by the nation’s interstate pipe- 
line companies through June 30, 1958. 

The facilities authorized during the fis- 
cal year 1959 would add nearly 3,250,000,- 
000 cubic feet of daily delivery capacity to 
the nation’s individual transmission sys- 
tems, or nearly a billion cubic feet more 

















than those approved during the preceding 
fiscal period. The statistics include only 
facilities authorized for interstate natural 
gas pipeline companies and do not cover 
certificates issued to independent pro- 
ducers. 

The largest single authorization during 
the year was issued to Tennessee Gas 
Transmission Company, of Houston, 
Texas, for a substantial increase in its 
system capacity. The company, which op- 
erates from Texas to New England, was 
authorized to build 1,073 miles of 12- to 
30-inch main-line loop, transmission, sup- 
ply, and storage lateral lines, and a total 
of 104,250 horsepower in compressor 
stations. Estimated to cost more than 
$169 million, the project is designed to 
add new and additional gas reserves to 
Tennessee’s system and increase the daily 
sales capacity of the company’s system by 
406 million cubic feet to meet increased 
requirements of existing customers. 


¥ 


Larger Projects Approved 


Me" projects—those costing $700,- 
000 or more each—accounted for 
nearly $730 million of the total construc- 
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tion cost during the year. These larger 
projects, covered by 58 certificates, will in- 
crease the daily delivery capacity of the 
individual transmission systems involved 
by more than 3,160,000,000 cubic feet of 
gas daily, including some capacity in- 
creases to receive additional gas supplies. 
They include about 4,600 miles of pipe- 
line and nearly 602,000 compressor horse- 
power. The major projects are expected 
to benefit 140 cities of 50,000 population 
or more in 25 states and the District of 
Columbia, as well as numerous smaller 
communities. 

Chairman Kuykendall noted that in- 
creasing numbers of the so-called “budget- 
type” applications are being filed, and that 
while the costs are included in the statis- 
tics, information is not currently available 
on the facilities, capacities, and benefits. 
Budget-type projects are designed to au- 
thorize the pipeline company to purchase 


z 


new gas supplies adjacent to its system as 
the gas becomes available during a speci- 
fied future period of time, usually a cal- 
endar year, and construct the necessary 
gathering facilities. The companies thus 
file a “blanket” application covering sev- 
eral projects, to be built as required, rather 
than make a series of separate small fil- 
ings. 


” the seventeen and a half years since 
the certificate provisions of the Natural 
Gas Act became effective, the FPC has 
authorized construction of nearly 85,000 
miles of pipeline, more than 6,035,000 
horsepower in compressor units, and mis- 
cellaneous appurtenant facilities at a total 
cost of about $7,212,000,000. Major facil- 
ities authorized in this period were de- 
signed to add more than 33 billion cubic 
feet of daily delivery capacity to the indi- 
vidual systems involved. However, the 


SUMMARY OF CERTIFICATES AUTHORIZING CONSTRUCTION 
AND OPERATION OF NATURAL GAS FACILITIES ISSUED BY 
THE FEDERAL POWER COMMISSION BETWEEN 
FEBRUARY 7, 1942, AND JUNE 30, 1959 


Total 


Number 


Of 
G 7 ficates 


19598 


1From February 7, 1942. 


Miles 


Of 


Lines 
2 


4,893 


Total Additional 
Compressor 
Horsepower 

(1,000) 


3.6 
108.5 
66.6 
184.3 
360.4 
371.3 
436.3 
493.3 
736.1 
539.5 
582.7 
251.5 
259.0 
254.9 
350.0 
423.7 
613.9 


Estimated 
Cost 


500,881 
465,324 
461,413 
615,966 
518,822 
763,037 


2During this 12-month period projects costing $700,000 or more each ac- 
counted for the following: certificates—58; miles—4,636; compressor horse- 
power—602,000; estimated cost—$729,916,000. 
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quantity of this additional gas to be deliv- 
ered to the nation’s markets is actually 
somewhat lower because in some cases the 
gas is transported through facilities of 
two or more pipeline systems. 


> 


Panhandle Seeks $8,653,700 
Wholesale Gas Rate Increase 


 penemegerye EASTERN Pipe LINE Com- 
PANY, of Kansas City, Missouri, has 
filed a proposed $8,653,700, or 8 per cent, 
annual wholesale natural gas rate increase 
with the Federal Power Commission. The 
increase, which would affect 61 utility 
customers in Kansas, Missouri, Indiana, 
Illinois, Ohio, and Michigan, has a pro- 
posed effective date of October 26th. The 
increase would be in addition to one for 
$12,050,000 per year which Panhandle is 
now collecting subject to refund in an-. 
other proceeding (Docket No. G-14755) 
and a prior increase for $7,134,000 
(Docket No. G-2506) on which hearings 
have been completed and a decision issued 
by a presiding examiner. 

In support of the new filing, Panhandle 
cited a proposed $8,995,600 annual in- 
crease by its subsidiary and supplier, 
Trunkline Gas Company, of Houston, 
Texas. Trunkline’s increase has a pro- 
posed effective date of October Ist and is 
now under study by the FPC staff. Pan- 
handle also cited increases in the cost of 
gas purchased from other suppliers and 
higher wages and taxes. The company is 
claiming a 7 per cent rate of return, the 
same as it is seeking in its pending rate 
case (G-14755), in liew of the 5} per cent 
return allowed Panhandle in its last rate 
case decided by the commission. 


+ 


Congressional Roundup 


W" the end of the first session of 
the 86th Congress, neither the ad- 


ministration nor the Democratic majority 
could claim any pronounced triumph with 
respect to legislation of special interest to 
public utilities. Over all, it seemed to be 
about a standoff. In this respect the Dem- 
ocrats in Congress did better than their 
overall record, with respect to what the 
White House wanted. In the field of gen- 
eral legislation, Washington observers es- 
timated that the Democratic-controlled 
86th Congress gave Ike about two-thirds 
of his requested legislation. This included 
the controversial labor union reform law, 
higher gasoline taxes, a modified housing 
bill, and higher interest on government 
savings bonds. But Ike failed to get his 
way on higher postage, civil rights, school 
construction financing, and long-term 
bond interest increases. Neither Congress 
nor the White House got what it wanted 
on farm legislation, in which the result 
was about a draw. 


ly the more specialized field of legislation 

of interest to utilities, two of the main 
battles expected failed to take place. One 
of these concerned the perennial proposal 
to exempt the independent producers of 
natural gas from the full jurisdiction of 
the Federal Power Commission. This 
measure, twice passed and twice vetoed in 
former years in various forms, was again 
introduced by the chairman of the House 
Interstate and Foreign Commerce Com- 
mittee, Representative Harris (Democrat, 
Arkansas). President Eisenhower was 
still ostensibly on record as being in favor 
of some such legislation, but neither the 
executive nor the congressional branch 
showed any interest in backing up what 
has become a political hot potato. The bill 
failed to move out of committee. The 
same fate awaited a number of other minor 
procedural measures to amend the Nat- 
ural Gas Act introduced by Representa- 
tive Harris at the request of the Federal 
Power Commission. 
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HE other measure on which some fire- 

works were expected was a resump- 
tion of the old Gore-Holifield Bill to put 
the government more actively in the busi- 
ness of building atomic power plants. But 
nothing materialized on this due to an 
understanding worked out between the 
Atomic Energy Commission and the con- 
gressional Joint Committee. 

The most spectacular setback for the 
administration in this legislative area was 
the final enactment of the $1.2 billion Pub- 
lic Works Bill over two vetoes. In this, 
Congress rejected the President’s insist- 
ence that there be “no new starts” and 
authorized small down-payment instal- 
ments on 67 new projects. This sum in- 
cluded funds to start Trinity power facil- 
ities in California ($2.4 million—where 
the President had hoped a partnership 
with private enterprise construction could 
have been inaugurated ), the Burns Creek 
project in Idaho ($500,000), and western 
Iowa transmission facilities ($780,000). 

These items represent quite a substan- 
tial breakthrough for federal power proj- 
ect promoters, even though the President 
might exercise his executive authority to 
freeze funds for those projects to which 
he objects. With the precedent already set 
by congressional approval, these projects 
will eventually be given additional appro- 
priations unless political fortunes change 
in 1960. 


i will be recalled that the administration 
was only narrowly victorious in sus- 
taining fiscal control over REA under the 
authority of the Secretary of Agriculture. 
His veto on this was sustained by only 
four votes in the House. Both the admin- 
istration and Congress seemed willing to 
wait until next year for action on raising 
the minimum wage—from $1 to $1.25— 
which includes some changes in the ex- 
emption of telephone operators’ wages at 


small exchanges. Both the President and 
Congress reached an agreement on a mod- 
ified version of the TVA self-financing 
bill, A Senate resolution to clarify the 
interpretation of REA lending authority 
for co-operatives in areas served was ap- 
proved and needed no further action. 

It is important to remember that all 
bills introduced and not actually defeated 
are still pending and could be enacted at 
the second session of Congress, beginning 
next January. Congress is still marking 
time on proposals to reform federal com- 
mission regulatory procedure as a result 
of recommendations growing out of the 
House Legislative Oversight Subcommit- 
tee investigation. 

> 


California Eyes Canada Gas 
Line 

HE California Public Utilities Com- 

mission has filed notice with the FPC 
that it wants to know everything about a 
proposed gas pipeline between Canada and 
the Oregon-California border. Hearings 
on the plans will be held in Washington, 
D. C., by the FPC on October 21st. Presi- 
dent of the California commission, Everett 
C. McKeage, said his state does not op- 
pose the project, but merely wants to keep 
fully informed on developments. 

The Canada pipeline involves the build- 
ing, by Pacific Gas Transmission Com- 
pany, of a 1,000-mile pipeline at a cost 
of $266 million. It would bring natural 
gas from Alberta to Klamath Falls, Ore- 
gon. Pacific Gas and Electric Company, 
which owns Pacific Gas Transmission, has 
applied for permission to build a 296-mile 
pipeline linking Klamath Falls with Anti- 
och, California. The commission’s interest 
in the Canadian gas pipeline is explained 
by the fact that 70 per cent of California’s 
gas is supplied by El Paso Natural Gas 
Company. 
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Telephone and 


Telegraph 


Telephone Cable Completed 
To Europe 


O* September 22nd the first telephone 
cable system to link North America 
directly to the mainland of Europe was 
opened. The new system is a joint enter- 
prise and is owned by American Tele- 
phone and Telegraph Company, the 
French Ministry of Posts, Telegraphs, 
and Telephone, and the German Federal 
Ministry of Posts and Telegraph Com- 
munications. Under present conditions the 
cable can carry 36 simultaneous conversa- 
tions ; however, techniques are now under 
development which are expected to double 
this capacity. 

The deep-sea segment of the cable was 
begun in March of 1959. Troubles plagued 
the project and on two occasions laying 
operations were halted. Huge ice fields off 
the coast of Newfoundland forced a tem- 
porary work stoppage. Some time later 
one of the two cable ships caught fire and 
all hands were forced to abandon ship. In 
a project of this size, covering thousands 
of miles of ocean, such problems are not 
surprising. 

Difficulties also plagued the initial at- 
tempts to lay transoceanic telegraph 
cables. (It was only quite recently that the 
first transatlantic telephone cable was 
completed.) The first Atlantic telegraph 
cable laying attempt was made in 1857. 


This project ended when the cable end 
was lost in 2,000 fathoms of water. A 
year later a cable was completed but it 
only served for three months before serv- 
ice was interrupted. 

The new telephone cable will form a 
vital link in communications between 
North America and the continent of Eu- 
rope. New developments in cable construc- 
tion will permit the transmission of con- 
versation with a great degree of clarity. 
There will be a dependability of service 
far above that of radiotelephone connec- 
tions. Each year the number of transat- 
lantic calls increases and the new direct 
cable to Europe should boost this figure 
even higher. 


5 


Russia Stops Radio Jamming 


F& the first time in eleven years the 
Russian “jamming” of the Voice of 
America broadcasts has been brought to 
a halt. The “jamming” operation stopped 
just before Soviet Premier Khrushchev 
arrived in Washington, D. C. In the past, 
as part of the general “cold war” program, 
the transmission of Voice of America pro- 
grams has been continually interrupted by 
Russian “jamming” activities. Radio 
monitors in London noted that the cessa- 
tion of this activity was apparently aimed 
at permitting the Soviet people to hear 
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about Khrushchev’s arrival in Washing- 
ton. It is not clear if the “jamming” will 
be resumed when the Soviet Premier re- 
turns to Russia. However, with the “cold 
war” thaw which seems to be taking place, 
there may be the possibility that the con- 
tinual “jamming” of the Voice of Amer- 
ica will be brought to a halt. 


. 


Aircraft Identification Tags 

_— radar identification system has 

been put into operation at the New- 
ark airport in New Jersey. The system 
places electronic name tags on approach- 
ing planes through a series of radar pulses. 
The airport radar sends out coded pulses 
which trigger a response from special 
transmitters aboard approaching planes. 
These transmitters send back a pulse 
which shows up on the ground radar 
screen as a distinctive identification signal 
and thus name tag the airplane. 

Under the old radar systems an ap- 
proaching aircraft was merely a “blip” on 
the radar screen. Controllers often had to 
request that pilots make specific ma- 
neuvers so that an individual aircraft 
would be identified among the numerous 
“blips” appearing on the screen. The new 
identification system will prove of great 
value when large numbers of approaching 
aircraft appear on the screen at the same 
time. 

The system, known as “beacon radar” 
is expected to enable ground controllers 
to identify positively one aircraft from 
another, and thus increase the safety and 
speed of airport traffic. The Federal Avia- 
tion Agency has also installed radar bea- 
con systems at La Guardia and Idlewild 


airports. 
¥ 


Navigation Satellite Fatls 
HE first American efforts to test a 
satellite for global navigation ap- 
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parently ended when the third stage of 
the rocket failed to perform as expected. 
A Thor-Able rocket was attempting to 
place a 265-pound satellite into orbit to 
study a more accurate all-weather system 
for air and sea navigation. This was to 
have been the first of five such satellites in 
a project called “Transit.” If the attempt 
had been successful the satellite would 
have achieved a circular orbit about 400 
miles above the earth. Such a satellite or- 
bit would have a life expectancy of several 
years and the radio transmitters contained 
in the artificial moon were designed to 
operate as long as the orbiting continued. 
Project “Transit” will extend over a 
three-year period and it is hoped that a 
reliable global all-weather means of fixing 
the position of surface craft, submarines, 
and aircraft will be evolved. A more pre- 
cise method of maritime and aerial navi- 
gation is also anticipated. The system, 
once completed and perfected, will be 
placed in commercial use; however, no 
commercial ships were expected to take 
readings from this first satellite. 


* 


TV Aids Atomic Age 
Robot 


pes Hughes Aircraft Company of Los 
Angeles has announced the produc- 
tion of a unique robot designed to aid 
work with “hot” radioactive substances. 
The machine, called “Mobot Mark I,” was 
developed for the Atomic Energy Com- 
mission’s Sandia Laboratories at Albu- 
querque, New Mexico. 

The Mobot will use its television eyes 
to spot hot objects being tested. The op- 
erator of the Mobot will be in another 
area, behind a thick protecting wall of 
concrete. He will be able to direct the 
robot’s work, however, through the ma- 
chine’s electronic eyes. The 4,300-pound 
steel monster is described by the company 
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as simple, rugged, and inexpensive. The 
Mobot is expected to pave the way toward 
new methods of handling radioactive ma- 
terials, to spare man the risk of entering 
hot areas, and to enable the AEC to test 
and store radioactive subjects more effi- 
ciently. It has also been suggested that such 
a machine might well be adapted to other 
dangerous activities, such as fire fighting. 


» 


Equal Time Bill Becomes 
Law 


ner Eisenhower has signed into 
law the “equal time” bill. This law 
exempts radio and television newscasts 
from “equal time” demands of political 
candidates. The President said the new 
legislation would make possible the con- 
tinued full participation of radio and tele- 
vision in the news coverage of political 
campaigns which is so essential to a well- 
informed America. He also stated that he 
was confident that stations can be relied 
upon to carry out the provisions of the act 
“fairly and honestly . .. without abuse or 
partiality to any individual, group, or 
party.” 

The law was prompted by a Federal 
Communications Commission ruling that 
a candidate for mayor of Chicago was en- 
titled to equal time to that given Mayor 
A. Daley during the campaign. 


» 


Problems of Space 
Broadcasting 
T= broadcasting problems associated 
with space travel are huge. In the 
not too distant future, rockets will be sent 
to the vicinity of Mars and Venus. Mars 


never comes closer to the earth than 34 
million miles, and at times it swings 250 
million miles away. Broadcasting from 
such distances poses a number of unique 
problems. 

Chief among the satellite’s problem is 
a power source. Broadcasting back vital 
information from such vast distances re- 
quires a great deal of electrical power. 
Chemical batteries capable of supplying 
such power are much too heavy. Solar 
power seems to be the answer. Vanguard 
I, launched in March, 1958, is still broad- 
casting information back to earth as it 
continues its swing around this planet. On 
board the Vanguard I are six solar cells 
which supply this transmitter with power. 


Or August 7th the National Aeronau- 
tics and Space Administration 
launched the Explorer VI. This is the fa- 
mous “paddle wheel” satellite. The paddles 
contain some 8,000 solar cells that turn 
sunlight into electricity. They are so ar- 
ranged that at least one always faces the 
sun. Power from these cells is stored. The 
main transmitter remains silent for long 
periods of time while the two low power 
transmitters run continuously. Informa- 
tion gathered by the satellite is stored in 
a digital computer—then upon a command 
from earth the main transmitter turns on 
and pours out, in a few seconds, the in- 
formation it has collected. Then another 
rest period takes place in which additional 
power is stored up for the next major 
transmission. This is considered to be the 
most sophisticated satellite thus far 
launched. Some similar system is sure to 
be used when the longer Venus-Mars shots 
are attempted. 
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AGA Forecasts Large Gas 
Construction Program 1959-02 


te eteoee expenditures by the gas 
utility industry in the first quarter 
of 1959 were estimated at $361 million 
or 42 per cent more than in the same 
period of 1958; and in the second quarter 
at $512 million, also up 42 per cent. For 
the entire year 1959 construction is fore- 
cast at $1,859 million versus $1,618 mil- 
lion last year, a gain of 15 per cent. A 
small gain is also anticipated in 1960, 
followed by more substantial increases in 
1961-62; the latter year is estimated at 
$2,166 million, or 34 per cent over 1958. 
On this basis, the average yearly increase 
in expenditures would approximate 7 per 
cent on a compounded basis. 

The total amount of $7.9 million esti- 
mated for the four years 1959-62 com- 
pares with an actual figure of $6.3 billion 
for 1955-58, an indicated gain of 25 per 
cent. 

The following table indicates the 
changes in percentage of natural gas con- 
struction expenditures, for the two years: 

1958 1962 

Production and Storage 

Transmission 

Underground Storage 


Distribution 
General 
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Financial News 


and Comment 


By OWEN ELY 


is is estimated that funds for the four- 
year expansion program during 1959- 
62 will be obtained about as follows: from 
internal sources, 33 per cent; from sale 
of bonds and debentures, 46 per cent; and 
from sale of preferred and common 
stocks, 21 per cent. 

The decline of about 9 per cent in con- 
struction expenditures in 1958 has been 
attributed to the business recession, which 
sharply reduced industrial demand for 
gas; a lower rate of housing completions; 
and regulatory uncertainties resulting 
from the earlier Memphis decision. How- 
ever, 1958 reductions were more in 
the nature of “stretch-outs” than actual 
cancellations of construction programs. 
Among the important projects initiated 
in 1958 were the $160 million pipeline 
from Texas to Florida, which was com- 





DEPARTMENT INDEX 
Page 
AGA Forecasts Large Construction 
Program 1959-62 630 
Eight Charts on the Gas Industry 632, 633 
A Critique of the Natural Gas Situa- 
tion 
Table—Current Yield Yardsticks .... 
Indiana Permits Transfer of Deferred 
Income Taxes to Earned Surplus .. 636 
Tables—Recent Financial Data on Gas, 
Telephone, Transit, and Water Stocks 
636, 637, 638 














FINANCIAL NEWS AND COMMENT 


pleted several months ago, built by sub- 
sidiaries of Houston Corporation. 

The Federal Power Commission in re- 
cent months has authorized some impor- 
tant expansion programs. Transwestern 
Pipeline Company has been authorized to 
construct a $192 million pipeline system, 
which would transport 300 million cubic 
feet of gas daily from the Permian-Pan- 
handle area of Texas to southern Cali- 
fornia. However, in line with a recent 
U. S. Supreme Court ruling, the FPC 
specified that the fourteen independent 
producers who would sell the gas to the 
pipeline must reduce their proposed prices 
by amounts ranging from 8 per cent to 
26 per cent, depending on the source. 
These cutbacks would bring the cost of 
the new gas more into line with prevail- 
ing prices in the area to be served. How- 
ever, the producers have not yet decided 
whether they will supply the gas at the re- 
duced prices required by the commission. 


HE commission has also authorized 

Texas Gas Transmission to build 246 
miles of line costing some $40 million, 
in order to transport about 100 million 
cubic feet of gas daily to Hope Natural 
Gas, subsidiary of Consolidated Natural 
Gas. Northern Natural Gas recently re- 
ceived approval to spend $122 million to 
add Duluth and Superior, plus some 300 
smaller communities, to its system. In this 
same general area Midwestern (new sub- 
sidiary of Tennessee Gas Transmission), 
along with American Natural Gas, would 
like to spend $85 million to import gas 
from Canada to serve markets in Michi- 
gan and Wisconsin. 

However, these plans are somewhat 
dependent on final decisions in Ottawa 
and Washington regarding exports of 
gas from western Canada to the United 
States; now that the Borden Commission 
has rendered its final report, some decision 


regarding such exports may be forth- 
coming early next year. (Action by the 
FPC is also necessary.) While the initial 
plan of Tennessee Gas Transmission to 
have its new subsidiary bring gas both 
from Canada and Tennessee to the Middle 
West has been curtailed, it has obtained 
approval for a $110 million program to 
serve Illinois and Indiana. This will per- 
mit local distributors to add some 100,000 
new house-heating customers, consider- 
ably reducing the big backlog of demand 
in this area. Consumers Power, which dis- 
tributes gas in Michigan, will also gain 
increased supplies since Panhandle East- 
ern’s subsidiary has now been authorized 
to build an $82 million loop. 


HERE are a number of other pro- 

grams, some approved and some 
awaiting approval. Southern Natural Gas 
also obtained an OK for its $100 million 
expansion program, to be completed late 
this year, increasing its capacity by 35 per 
cent. Transcontinental expects to spend 
$110 million on pipelines and storage, part 
of which has been approved. Peoples Gas 
hopes to spend $50 million on routine ad- 
ditions. Columbia Gas expects to spend 
$125 million this year for expansion, 
Consolidated Natural Gas $74 million, 
and Texas Eastern $73 million. Among 
the projects involving two systems are the 
plan of Colorado Interstate to spend $91 
million to move 200 million cubic feet 
of gas to El Paso Natural Gas, for the 
use of its California customers. 

The industry’s optimistic plans for ex- 
pansion seem due to larger sales of gas 
(July showed a gain of 15 per cent over 
last year), the favorable Supreme Court 
decision in the Memphis case, substantial- 
ly increased residential demands for 
house heating and air conditioning, etc. 
In the latter connection, AGA estimates 
that within three years about 300,000 
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residential customers will be using air 
conditioners; Arkla expects to sell some 
15,000 air conditioners this year versus 
8,000 last year. Moreover, Whirlpool 
Corporation has introduced a full line of 
other gas appliances—washer-dryer com- 
binations, water heaters, refrigerators, 
and incinerators—a more efficient setup to 
compete with similar electric appliances. 
Sales of gas appliances in May and June 
showed substantial gains over last year. 


Howzv® the regulatory picture still 
remains clouded although the FPC 
has indicated that it will clear up some 
long-pending cases by the end of this 
year. The recent El Paso decision, order- 
ing that company to refund some $15 
million to customers in a case nearly four 
years old, is not specially encouraging if 
it is followed by similar decisions. The 
major point of this decision was that in- 
tegrated pipeline systems might, in effect, 
lose a substantial part of their rate base 
(the investment in production facilities 
below the well mouth), since the tax sav- 
ings on 274 per cent depletion and on 
intangible drilling costs would be con- 
sidered as adequate return on such in- 
vestment. 

The industry reaction to this proposal 
(which will probably be tested in the 
courts) is not clear as yet although one 
important pipeline has indicated that it is 


not disturbed by the decision, and some 
others take the view that they will be 
treated differently. There is no evidence 
as yet as to whether the decision might 
cause spin-offs of producing properties, or 
affect the drilling program of oil and gas 
interests. Perhaps other FPC decisions, 
soon to be handed down, may be a de- 
termining factor in the industry’s long- 
range plans for seeking new reserves. 


* 


A Critique of the Natural 
Gas Situation 


HE article in the September issue of 

Fortune on “The Unnatural Prob- 
lems of Natural Gas” is doubtless required 
reading for industry executives, but a 
résumé may interest those who have not 
yet seen it. The keynote of the article 
is that “nobody in this vital industry is 
happy despite its phenomenal growth in 
the last decade. A fumbling Federal Pow- 
er Commission, reluctant to tackle its job 
of regulation, has created confusion bor- 
dering on chaos.” The magazine points 
out that there is a backlog of well over 
2,000 unsettled pipeline producer rate 
cases, many of them two or three years 
old. None of the 150 major producers 
can be sure what they can earn on their 
interstate sales which represent over half 
of the gas on the market. The commission 
after five years has not as yet come up 
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with a formula for regulating producers’ 
prices. Last year the courts of appeal re- 
versed over half the commission’s con- 
tested orders and this year the Supreme 
Court held the agency had approved a new 
high price for gas producers “on insuffi- 
cient evidence.” 

Fortune admits that the job of regulat- 
ing the industry is probably the toughest 
assignment ever given to a regulatory 
agency. The Natural Gas Act of 1938 
was designed mostly to regulate the pipe- 
lines at a time when the industry was rela- 
tively quite small. The Supreme Court’s 
decision in the Phillips Case (June 7, 
1954) put independent producers under 
the act but no formula has yet been 
worked out for guidance of the staff. The 
commissioners’ hopes that they could get 
some regulation through Congress to 
avoid the responsibility of regulating pro- 
ducers has proven unfounded thus far. 


| geome of being used as reserves for 
residential consumers where needed, a 
good deal of gas is being detoured to 
intrastate industrial uses. Thus Texas, 
which produces’nearly half the country’s 
gas, now consumes as much as it exports, 
chemical plants consuming vast amounts. 

However, some producers have recent- 
ly become interested in selling entire gas 
fields as units to the pipelines, thus obtain- 
ing better tax treatment and avoiding 
FPC regulation. Texas Eastern’s Rayne 
field deal seems likely to set a pattern for 
gas fields which are close to pipeline sys- 
tems, although the matter is being ap- 
pealed by the New York Public Service 
Commission to the courts. 

Gas distributors are concerned with 
price as well as the supply for house heat- 
ing, etc. But where customers are near the 
gas fields, the higher prices can easily be 
absorbed because prices are still relatively 
low. Those further away do not always 


object strenuously so long as gas is priced 
under competing fuels, principally oil. 
Some producers too have a backlog of de- 
mand for gas for house heating and feel 
that supply is more important than price. 


wr gas producers tend to “price 
themselves out of the market” if al- 
lowed to do so? The great gamble for the 
pipeline enterprises, Fortune holds, is that 
the profitable winter heating loads must be 
balanced by industrial or other uses dur- 
ing the summer, or by adequate storage 
capacity. These off-peak sales are vital yet 
they remain the most vulnerable of all 
since they open up competition with other 
fuels. The gas industry should develop 
better off-peak uses than dump sales for 
boiler use, to protect its summer load. 
Fortune recommends that the FPC stop 
looking to Congress for release and face 
up to its job of regulating the independent 
producers. (Is it coincidental that Com- 
missioner Connole, in his August 14th 
talk before the New York Society of 
Security Analysts, promised that decisions 
in a number of key cases would be forth- 
coming before the end of the year?) The 
6,000 small producers who contribute less 
than 10 per cent of the gas supply should, 
however, be exempted from regulation, 
which should be confined initially to some 
200 big producers. (By implication, how- 
ever, small producers would also be regu- 
lated.) High initial prices and new con- 
tracts should be “conditioned” by an in- 
vestigation of their reasonableness, as now 
required by the Supreme Court in the 
CATCO case. The commission’s condi- 
tioning of Transwestern’s high initial 
prices in its August 10th approval of a 
certificate is a step in the right direction. 
The Fortune story deals with industry 
problems “without gloves” but may stimu- 
late both the commission and the industry 
to greater efforts to solve these problems. 
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Indiana Permits Transfer of 
Deferred Income Taxes to 
Earned Surplus 


pore public service commission of In- 
diana, in a supplemental order dated 
September 8th, has amended its 1957 
order which had precribed the reserve 
method of accounting for deferred fed- 
eral income taxes.’ Under the supple- 
mental order Indiana utilities are given 
the option of following either the reserve 
method or the earned surplus method. 
Indiana & Michigan Electric Company, 
subsidiary of American Electric Power 
Company, has elected to follow the earned 
surplus method. 
The commission stated : 





1Re Accounting Procedures, 21 PUR3d 414. 
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Since the entry of the 1957 order, 
the commission has observed that, con- 
sistent with the findings of the Federal 
Power Commission, the mandatory use 
of the reserve treatment in accounting 
for accumulated deferred taxes will 
deprive a utility of cost-free equity 
capital available for plant expansion, 
will reduce the ratings of any new 
securities of a utility with attendant in- 
creased capital costs, and will require 
large additional equity financing with 
greatly increased cost of money; that 
such increased capital costs will fur- 
ther the need for rate increases and 
consequent increased costs to ratepay- 
ers... and that the results and effects 
of the 1957 order are not in the best 
interest of certain utilities, their rate- 
payers, and their investors or the public. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Annual 9/16/59 Divi- 
Rev. rice dend 
(Mill.) About Rate 


Pipeline and Integrated Systems 


$ 5 © Ala Tens. Nat Gas.... 25 $120 
205 S American Nat. Gas ..... 58 2.60 
76 A Arkansas Louis. Gas ... 57 1.20 
55 O Colo, Interstate Gas .... 45 1.25 
427 S Columbia Gas System .. 20 1.00 
7 O Commonwealth Gas .... 7 — 
19 O Commonwealth N.G.... 23 1.00 
tS sGomsol: Gas Uni, ......... 19 .90 
304 S Consol. Nat. Gas ...... 48 2.10 
19 © #8. Tenn Nat.Gas...... 11 .60 
368 S El Paso Nat. Gas...... W 1.30 
50 S Equitable Gas .......... 36 1.60 
34 © Houston N.G.........5.. 28 80 
21 O Kansas Nebr. Nat. Gas. 39 1 
3: 3 done Star Gas .......... 39 1 
77 S Miss. River Fuel ....... 35 1 
28 S Montana Dakota Util... 31 1 
26 O Mountain Fuel Supply .. 24 1 
Oo S Natl. Poel Gas ........ 23 1 
139 S Northern Nat. Gas ..... 29 1 
43 S Oklahoma Nat. Gas .... 27 1 
121 S Panhandle East. P.L... 45 1 
15 O Pennsylvania Gas ...... 25 1 
188 S Peoples G. L. & Coke... 56 2 
26 O Pioneer Nat. Gas ...... 38 1 
104 S_ Southern Nat, Gas ...... 37 2 
41 O Southern Union Gas.... 25 1 
402 S Tenn. Gas Trans. ...... 32 1 
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Aver. 
Incr. Approx. 
Recent In Sh. Price. Div. Common 


Share % In- Earn. Earns. Pay- Stock 


Yield Earnings crease 1953-58 Ratio out Equity 


$1.46Je 8% _ 17.1 82% 40% 
1 


4.22Je 14 3.7 62 39 
3.08Je 46 55 185 39 .53 
271Je NC 8 166 46 24 
131Je D10 18 15.3 76 = 43 

.49De 22 — 143 — 7 
1.57Je D2 10 147 64 47 
1.60Jy 3 7 11.9 56 57 
3.07fe D111 9 15.6 68 60 

86Je D8 16 128 70 25 
1.61De D2 — 186 81 17 
2.62]Je 17 5 137 61 4 
1.44Ap D23 9 194 56 18 
3.07Je 21 5 wy SS 
2.31Je D4 8 169 78 43 
2.08Ma NC 5 168 77 4 
1.77Je 11 2 WSs SD 2 
1.76Je 7 3 136 68 S51 
1.91Je 37 6 120 60 56 
1.71Je —_ 8 164 82 35 
1.93Jy 18 5 1440 64 34 
274De — 2 164 66 40 
2.13De D2 a Ati 3S 59 
3.91Jy 30 4 143 S59 41 
2.10De D1 9 18.1 76 = 43 
1.84Je D6 — 21 110 42 
1.40De D9 8 179 80 27 
1.67Je 10 13 19.1 84 = 21 











































FINANCIAL NEWS AND COMMENT 
































Aver. 
: Incr. Approx. 
Annual Snes, 9/16/59 Divi- Recent In Sh. Price. Div. Common 
Rev. (Continued) Price dend Approx. Share % In- Earn. Earns. Pay- Stock 
| (Mill.) About Rate ield Earnings crease 1953-58 Ratio out Equity 
266 O Texas East. Trans. .... 28 140 5.0 1.98Je D25 1314.1 71 ~=2i1 
104 S_ Texas Gas Trans. ...... 29 1.20(b) 4.1 2.14Je 13 3 136 Ss Ss 
: 115 O Transcont. Gas P.L.... 22 1.00(b) 4.5 1.49Je 2 13 148 67 19 
| 318 S United Gas Corp. ...... 34 150 44 2.36Je D6 4 144 64 42 
AVETARES o..60 5050: 44% 5% 9% 156 70% 
Retail Distributors 
SoS Alabama Gas. ....csi 32 $1.60 85.0% $1.99Je D27% 11% 16.1 80% 36% 
53 O Atlanta Gas Light ...... 39 180 46 2.40Jy 12 9 16.3 75 34 
3 O Berkshire Gas ......... 20 100 5.0 1.46My 8 20 13.7 68 39 
7 A Bridgeport Gas ........ 32 168 © 53 2.63Je 24 7 12.2 61 46 
6 O Brockton-Taunton Gas . 19 100 5.3 1.30De 10 18 146 77 46 
79 S Brooklyn Union Gas.... 58 2.20 3.8 3.28Je** 1 8 17.7 67 44 
41 O Central Elec. & Gas .... 22 105 48 1.78Je 15 9 124 59 17 
13 O Cent. Indiana Gas ...... 15 80 | 53 77Je  D30 13 195 104 57 
6 O Chattanooga Gas ....... 5 oo 7.0 38F D3l 13x 132 92 43 
15 O Elizabethtown Cons. Gas 38 160 42 245Jy D23 13 155 66 £78 
68 O Gas Service ............ 3h 152 49 2.48Je D113 11 125 61 36 
9 © Hatitord’ Gas .........- 46 200 43 2.45Je 16 — 200 8&8 Si 
: 3 © Haverhill Gas ......0:... 28 140 5.0 2.15Se 10 11 13.0 65 53 
20 O Indiana Gas & Water... 24 1.00(b) 4.2 1.50Jy D3 9 16.0 67 45 
De  HAGlOGR GOS 5 65.66. clae sas 20 50 845 1.13Je D17 5 176 80 34 
6 © Mich Gas Ull. .....3.. 23 105 4.6 1.53Je 16 4 15.0 69 34 
44 O Minneapolis Gas........ 30 10. | 50 2.07Je 12 5 145 72 46 
17 O Miss. Valley Gas ....... 25 120 48 2.01Je D116 7 124 60 34 
6 O Mobile Gas Service ..... 26 110 42 1.23Je D35 6 251 9 37 
8 O New Haven Gas....... 38 190 5.0 3.07De 30 11 2A 6 OG 
15 O New Jersey Nat.Gas... 50 180 3.6 2.66Je D2 — 188 68 34 
91 O No. Illinois Gas ........ 32 roo. 3 1.75Jy 25 _ 18.3 57 54 
‘ 10 O North Penn Gas........ 11 6 535 81De 4 10 13.6 74 60 
ie 18 O Northwest Nat.Gas.... 17 42 42 “124Je** 32 — *137 58 36 
4 285 S Pacific Lighting ........ 48 240 50 2.80Ma 5 8 17.1 86 42 
3 10 O Piedmont Nat. Gas ..... 37 100 2.7 1.59Ma D23 15 233 62 24 
: 2 © Pordand Gas Lb . ccc 17 75 44 2.31De 128 21 7 ge 2s 
% 10 A _ Providence Gas ........ 10 36 56 60De 20 5 16.7 93 50 
y 4 A RioGrande ValleyGas.. 44 .16 3.6 38Je 20 9 118 42 $5 
‘ 6 O So. Atlantic Gas ........ 15 80 6S 1.22Se 27 5 123 . 6 32 
‘ 14S So. Jersey Gas ......... 26 SO 35 1.26Je 9 14 = 20.6 71 50 
s 34 S United Gas Impr. ...... 56 240 43 3.41Je 16 5 164 70 54 
60 S Wash. Gas Light ...... 47 224 47 3.69Je 7 10 127 6-61 37 
14 O Wash. Nat. Gas ........ 21 (g) _ 1.24Je 135 5 170 — 40 
10 O Western Ky. Gas ...... 18 60(i) 3.3 1.36Je D10 3 132 44 41 
Averages .......... 4.5% 9% 10% 153 70% 
& 
RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 
Aver. 
pn Approx. 
Annual 9/16/59 Divi- Recent In Sh. Price- Div. Common 
Rev. Price dend Approx. Share % In- Earn. Earns. Pay- Stock 
(Mill.) About Rate Yield Earnings crease 1953-58 Ratio out Equity 
Communications 
Bell System 
$6,771 S Amer. T. & T. (Cons.) . 76 $3.30 4.3% *$4.94My 12% 4% *154 67% 64% 
329 A Bell Tel. of Canada.... 42 200 48 2.14De 7 — 196 93 64 
47 O Cin. & Sub. Bell Tel. ... 92 450 49 5.15De 5 — 179 88 76 
255 A Mountain Sts. T.& T... 166 660 40 9.55My 7 4 174 69 76 
354 A New Eng. T.&T....... 190 800 42 10.84Je 21 6 75 74 62 
9, S Pawke 1.8 T..csc.cs OF 1.14 42 128My 20 1 21.3 89 ~=—s« 61 
119 O So. New Eng. Tel. ..... 40° | 220)" $5 2.75Je 13 7 145 80 61 
Averages ........-. 4.6% 12% 3% 176 80% 
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—_ Approx. 
Annual (Continued) 9/16/59 Divi- Recent In Sh. Price- Div. Common 
Rev. Price dend Approx. _Share % In- Earn. Earns. Pay- Stock 
(Mill.) About teld Earnings crease 1953-58 Ratio out Equity 
Independents 
Anglo-Canadian Tel. ... $1.20 
British Col. Tel. ....... 2.00 
Cant. Geter 0, occas 70 
Calif. Water & Tel. .... 1.28 
Central Tel 1.00(b) 
Commonwealth Tel. .... : 
Florida Tel 
General Tel. & Elec. .... 
Hawaiian Telephone .... 
Inter-Mountain Tel. .... 
Rochester Tel, ..:5<005% 
Southwestern St. Tel. ... 
United Utilities 
West Goast Tel. .1...<.- 
Western Union Tel. .... 


5% $3.15Je DI% 21% 10. 52% 
2.11Je 1 — } 5 28 
.8Je NC 
1.79De 36 2 
1.94Je 7 5 
D6 15 
21 — 
7 NC 
10 
.91De D3 
1.59Je 16 
1.36Je D14 
1.64De 6 
1.56Je 21 
1.89De D7 


7% 
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Averages 
Transit Companies 


Baltimore Transit 
Cincinnati Transit 

Fifth Ave. Coach 
Greyhound Corp, ....... 
Nat. City Lines 

Niagara Frontier Trans. 
Pittsburgh Rys. ........ 
Rochester Transit 

2 OS eee 
twin City RT. oo. 5.6 
United Transit 


$ .58De 
.31De 
.02De D99 
1.23De 1 
1.69De D38 
10De D87 
32Je NC 
.86De 34 
.68De “ 
.24De D70 
75De D4 


(D)34% 
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Averages 


Water Companies 
Holding Companies 
American Water Works. 

Operating Companies 
Bridgeport Hydraulic ... 
Calif. Water Service ... 
Elizabethtown Water .. 
Hackensack Water 
Indianapolis Water 

Jamaica Water 
New Haven Water 
Ohio Water Service .... 
Phila. & Sub. Water ... 
Plainfield Un. Water . 
San Jose Water 
Scranton-Springbrook .. 
South. Calif. Water .... 1.20Je 
W. Va. Water Service .. 1.47Je D10 


Averages ; D1% 4% 156 70% 


4.3% $1.18Je 22% — E 51% 19% 
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$1.75De D15% 2% 
1.70Je 5 
3.78De 
3.29De 
1.22De 
3.24Je 
3.32De 
1.77Je 
2.75Je 
4.31Ma 
2.31Jy 
1.65Je 


97% 53% 
36 
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A—American Stock Exchange, O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September; Oc—October; N—November; De—December, NC—Not comparable. NA—Not 
available. D—Decrease. *On average shares. **Includes tax savings from accelerated depreciation, (a) Ad- 
justed to eliminate 13 cents per share of nonrecurring tax savings. (b) Also stock dividend in 1958. (d) Al- 
so one per cent stock dividend quarterly. (e) Also 10 per cent stock dividend May 19, 1958, (f) Includes 
extras. (g) Five per cent stock dividend April 10, 1959. (i) Also 5 per cent stock dividend December 29, 
1958, (j) Also 5 per cent stock dividend March 19, 1959. (k) Also 20 per cent stock dividend March 9, 1959. 
(L) Also 10 per cent stock dividend June 10, 1959. (n) Excludes profit realized on sale of Los Angeles 
Transit $3.81 per share. (0) Also 5 per cent stock dividend June 30, 1959. x—1952-57. 
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What Others Think 


Gas Faces a Big Fact-finding Job 


oo or not our economy has 
gone through the looking glass, and 
we are now with Alice in Wonderland, 
certainly technical men are continually 
running into things that lead to such a 
view. 

For instance, just now, they are telling 
gas utility management that it. ought to 
disregard price tags on natural gas, and 
pay more attention to selling. It can make 
more money. 

Of course, the technical fellows say this 
in their own professional lingo, and have 
to be translated, but in effect they insist 
that at certain seasons, of some years, 
some gas-distributing companies could 
buy gas at Tiffany’s, in solid gold cans, 
and have a better balance sheet at the end 
of the year. 

Not ask for higher rates, either. 

Nor clash with any regulations. 

They are backing up these statements 
with CPA cost figures. 

And a Federal Power commissioner as- 
sures gas management that there is no 
catch in it. 

A Tiffany salesman once told me that 
the store’s prices were not as high as people 
imagined. 

“Take our silver spoons,” he said. “Put 
them on the scales with any others, and 
compare the weight of metal. You will 


find that Tiffany design and workmanship 
are not expensive. You would be proud to 
hand down our spoons to your grand- 
children.” 

He seemed to feel hurt about it, as De- 
troit felt when people fell in love with 
small cars. 

This may be true today of Tiffany’s 
wares, but at all events the technical men 
are telling gas utility management that a 
new era is opening up in that business, and 
that they ought to restudy their plant in- 
vestment, and equipment, and pipeline 
costs, and general setup, to take advan- 
tage of recent technical developments. 

Especially to study their selling. Sales 
spirit may do for gas what it is doing in 
telephony. 


HE gas business has got into a state 

of affairs where, at times, it has to 
shut off some customers, the factories, and 
serve only householders, lasting out an un- 
foreseen cold spell. For some gas com- 
panies this situation is steadily getting 
worse. 

Technically, it is being solved by new 
methods of liquefying natural gas. Ten 
years from now a gas company with this 
peak handicap may order extra supplies 
into the nearest harbor, and sell all the gas 
that anybody wants. It will come from the 
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Middle East, or South America, in 
tankers. Also, our own domestic natural 
gas will probably be delivered in liquid 
form, by railroad. 

Let the weather be what it may, with a 
cold spell every winter, or one at intervals 
of several years. There will be no neces- 
sity for storing gas underground to meet 
it. 

And it will hardly be bought at emer- 
gency prices—the Tiffany illustration is 
for dramatic effect. Gas management may 
benefit by a little startling. 

Also since the good ship Methane Pto- 
neer unloaded the first cargo of Louisiana 
natural gas in England, a few months back, 
it is realized that a new kind of gas regu- 
lation will be needed for our own industry. 

This will be national regulation, with 
international aspects, enacted by Congress. 
In the light of regulation imposed on nat- 
ural gas producers, it is seen that Congress 
will have to have better information than 
it had when the 1938 Natural Gas Act was 
passed. The gas industry is being advised 
to develop information upon which Con- 
gress can base more intelligent laws. 


A Bit of John Bull Himself 


 emeomaly to utility attorneys in Wash- 
ington last spring, Federal Power 
Commissioner William R. Connole told 
them that the Methane Pioneer was not a 
ship, but a new branch of the petroleum 
industry, a new chapter in the world’s 
utilization of its energy. Outlining some 
of the regulatory problems that are aris- 
ing with this new phase of the industry, 
he expressed his belief that within five 
years imported gas will be coming into 
this country for peak-shaving require- 
ments, and that by 1970 it will be burned 
on the Pacific as well as the Atlantic sea- 
boards. 

“What is liquefied methane—how is it 
different from the natural gas we now get 
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through pipelines?” is a good kid question. 
The difference is important in the success- 
ful liquefying process that has been devel- 
oped, but not to gas consumers. As natural 
gas comes from the well, it contains water 
and carbon dioxide. As methane has to be 
reduced to 258 degrees below zero, these 
components form ice and must be scrubbed 
out, to avoid clogging equipment. Nitro- 
gen, oxygen, and other components that 
do not liquefy are also removed. The re- 
sult is liquid methane, marsh gas, which, 
when reformed for gas mains, is essen- 
tially natural gas. 

And an important point for the kids 
who know bottled gas—that the latter 
comes in tanks under pressure, but liquid 
methane is at atmospheric pressure. It is 
carried to market like meat or vegetables 
in refrigerator cars, only the refrigeration 
being different. On this characteristic this 
new liquefied business is built. 


HE arrival of the methane ship was 
regarded in this country as something 
for which the world should be grateful to 
American technology. Millions of men 
liberated from the coal shovel thought, 
“How nice for Europeans who have never 
known anything but manufactured gas, to 
get our cheap natural gas at half the rate.” 
The British took a different view. They 
had had this idea of liquid gas for more 
than forty years, had worked on it, fol- 
lowing our Bureau of Mines’ work on 
helium, had patented some sort of barge 
to carry liquid gas back in the First World 
War days. They had put up $5 million 
for the conversion of the tanker, matching 
our $5 million for the liquefying plant in 
Louisiana, and another million for a re- 
forming plant on the Thames. 

It was a complex of British and Ameri- 
can research, with no individual inventive 
genius in sight, and English phlegm was 
seen in the fact that the ship was handled 
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by experienced seamen from a British 
shipping company which, more than 250 
years ago, had sent a ship to Louisiana— 
of course not for natural gas. 

A bit of John Bull himself! 


The Old Law That Was Forgotten 


| gomee fact overlooked in our kindly 
thought for the world was that our 
natural gas is no longer as cheap as it was, 
and that this bounty of methane from 
lands where gas is being flared, as a nui- 
sance, is a bargain for ourselves as much 
as the European housewife. To millions 
of American housewives it is still a bar- 


gain, but utility management is finding it 
otherwise in many areas. 

Natural gas cost about six cents a thou- 
sand when the pipelines were flung across 
the country, and utilities developed under- 
ground storage to take it in for peak shav- 
ing. The stuff was so abundant ; had yester- 
day been so worthless for lack of markets! 
The pipelines were built to serve distant 
areas in which approximately half the 
American people live, in the Northeast, 
industrial Midwest, and Pacific states. 
Utility management had what one investi- 
gator calls the “happy worry” of getting 
enough gas for everybody, at a good profit. 
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Apparently nobody looked up the law 
of supply and demand. Our new era view- 
point often assumes that it had been re- 
pealed, like prohibition. Or that with a 
strong lobby in Washington it can be taken 
care of with a “fix,” like farm surpluses. 

In ten years, the price of gas at the well 
more than doubled. The costs of pipeline 
materials, construction, and operation in- 
creased in the same ratio. Likewise, the 
cost of the holes in the ground for storage, 
which were harder and harder to find, 
often had to be blasted. Tax authorities in 
gas-producing states began to eye the stuff 
as a new source of revenue. Uncle Sam 
decided that natural gas was something to 
be regulated in the interest of the public. 


a. problems are already affecting 
utility companies out at the ends of 
the longest pipelines. Their peaks are be- 
ing sharpened, some of their industrial 
customers are studying steam-raising 
costs and peak shutoffs, oil and coal are 
coming back into competition. 

These trends will continue, in Commis- 
sioner Connole’s opinion, and bring im- 
ported methane into the utility picture. 

“The high costs of transporting gas in- 
to those markets,” he told the utility at- 
torneys, “make it necessary that invest- 
ment per Mcf of peak capacity be kept as 
low as possible The only alternative is that 
the valleys between the peaks be filled so 
that this investment will be spread over 
as many Mcf as possible. With the price 
at the wellhead and costs of transportation 
both increasing, eastern seaboard com- 
panies are losing, or will soon lose, many 
of the markets into which valley sales used 
to be made.” 


Utopia Just Around the Corner 


— us be imaginative, as the young engi- 
neers in “Tech” are being urged to 
be, to read the Great Books, study the 
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Great Lives, while mastering the tele- 
phone or gas business. 

We are in the New Era. This is now 
1965, and already we have become presi- 
dent of a gas company where a New Eng- 
land cold snap can “‘shet daown,” or freeze 
all the bananas in southern California. 

Not so long ago, in what might be called 
the grasshopper-and-ant days of the gas 
business, we would have hurried to shut 
off all our industrial customers, and draw 
upon our stored gas. Every hole in the 
ground, every cracked teacup filled with 
Mcf against this day, and pray that it may 
be enough. That was the day the technical 
fellows were telling us that, if we could 
find some extra gas to keep everybody on 
their meters, we could have afforded to 
pay any price for it. The year’s gross 
would have made it the cheapest “buy” of 
the year. But there was no such peak-shav- 
ing gas anywhere around. 

Now, in this new era, there is unlimited 
gas plying the oceans, and at reasonable, 
perhaps bargain, prices. The methane 
tanker has come of age. Just as cars of 
California lettuce, Florida strawberries, 
are sent rolling in winter, to be diverted 
to any market that wants one, so the meth- 
ane tankers are out there, ready to be 
ordered into the nearest harbor. Four 
moderate-size ones can deliver a million 
cubic feet into your mains. Let cold 
weather come when it will, last as long as 
may be, it brings good cheer. 

There is not the slightest doubt about 
this peak-shaving abundance coming. The 
engineering is being polished off. The nui- 
sance gas is now being flared on three con- 
tinents. Supply is there, now that a de- 
mand has been found. The industry is in 
the making. 


A Kennel of Sleeping Dogs 


B" before any gas utility can draw 
upon this new resource for peak shav- 
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ing, there is a formidable job of regulation 
to be tackled. The import gas situation ap- 
pears to be more complicated than that in 
oil importing, which may be taken as a 
battle under way, of the kind that can be 
staged with methane. Commissioner Con- 
nole advises the natural gas industry 
—the whole industry—to begin studying 
the facts before conflicting interests begin 
fighting, as he puts it, “to preserve a posi- 
tion that may not have been sound in the 
first place.” 


These interests now are sleeping dogs. 
It will be more advantageous to analyze 
issues before they are wakened and begin 
barking. 

First, there are the domestic producers, 
large and small, some with only gas to sell, 
others like the oil companies with by-prod- 
uct gas. They have great investments to 
protect, payrolls, jobs, votes. A situation 
charged with pressures, emotion. 

According to the price of gas, they are 
able to carry on exploration, which is as 
necessary a part of the industry as produc- 
tion, and will have to be taken into ac- 
count. as 

Community leaders, even governors, 
could be drawn into this battle, for gas is 
the meal ticket in the producing states, and 
the tax collector is eying it, in the eager 
1959 foraging for new state and local reve- 
nue. 

More investments, jobs, stockholders, 
votes, potential pressures in natural gas 
going to market. The pipeline companies 
are affected by rising costs in construction 
and operation. They have an uneasy de- 
preciation structure. They have competi- 
tion between themselves, and, taking a 
leaf from the book of the brewer, have 
sometimes “tied” the utility, like a saloon 
keeper, in their sales contracts. 


7a imported methane will be mar- 
keted by American as well as foreign 


interests, because American oil companies 
have developed much of it. Until today it 
has been worse than a dry hole in oil ex- 
ploration, something to be got rid of. Now 
it has a market. Americans will undoubt- 
edly be active in the tanker trade. Patents 
on the liquefying process are American, 
but the trade will undoubtedly be interna- 
tional, under royalties, or improvements. 
So there will be another voice raised in 
Congress. 

Then, there is the “Good Neighbor” in- 
terest, typified at the moment by Vene- 
zuela’s protest against our oil import 
policies. From splendid isolation, we have 
become the world’s Great White Father. 
Its Good Customer. According to our 
ability to buy, as well as give financial as- 
sistance, other countries are happy or un- 
happy. 

An English sociologist, Peter M. Wors- 
ley, reports a curious echo of our recent 
recession, in a Scientific American article. 
Stone Age people in the South Seas were 
hurt by falling prices for copra, and, like 
our own economists, developed a theory 
to explain what happened to them. They 
expect the coming of a Messiah, who will 
give them the white man’s goods. Also, 
when he appears, black people will turn 
white, and white people black. 

Today, we are not alone in the Good 
Neighbor role. 

There is now a Great Red Father. 


Who Gets How Much, Where, When? 


— the Boston or Los Angeles house- 
wife be charged more for gas than her 
sister in St. Louis or Denver? Or the fac- 
tories near the gas fields enjoy uninter- 
rupted production while San Francisco or 
New York metropolitan plants shut down? 
Interesting to note, cold weather is not so 
likely to affect industry nearest the gas- 
producing states. 

Assuming that methane imports will 
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figure in the utility picture tomorrow, per- 
mitted on a carefully calculated peak-shav- 
ing basis, how much methane will regula- 
tion allow a particular company? This 
brings up questions of its location, its 
weather, the pattern of its winter peaks, 
the number of its customers, its rates, the 
economies it can effect by reducing the in- 
vestment in its storage facilities... 

There is the possibility that gas air con- 
ditioning may build a summer load, or 
some similar peak-shaving new use be de- 
veloped. Even this could raise regulatory 
complications. The winter peaks in Minne- 
sota would be greater than those in Mis- 
souri, and the air-conditioning load 
smaller. 

These are all good questions—there are 
many more—and Congress will have to 
take them into account in framing the new 
regulations that are becoming necessary 
with technological development in the in- 
dustry, as well as imported methane. In- 
formation about particular utility com- 
panies will have to be weighed to establish 
some general procedure for the whole in- 
dustry, and for the public good, which is 
the basis of regulation. 

There is also the factor of protecting 
our domestic gas industry against the haz- 
ards of war. 

This job plainly calls for a Solomon. 

He may have to cut the baby in two or 
more pieces. 


Will Gas Be Too Valuable to Burn? 


_ kindest thing that can be said for 
the Natural Gas Act of 1938 is that 
it was what the English call a “brave try,” 
framed with the best of intentions, and 
hardly any information. 

Everybody who has tried to live under 
it has suffered, especially the commis- 
sioners who have tried to interpret and 
enforce it. Difficulties, frustrations, and 
irritations have plagued the Federal Pow- 
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er Commission because, as Mr. Connole 
says, Congress was foggy in saying pre- 
cisely whether independent producers 
should be regulated. When the Supreme 
Court settled that question, a regular Pan- 
dora’s box of problems was opened, in- 
volving thousands of cases. 

The fact is, there was hardly any infor- 
mation about natural gas when this law 
was passed. Congress saw a practically 
worthless fuel now going to market, 
burned by housewives and factories, sold 
by utility companies that were already 
regulated, and reasoned that some sort of 
policeman ought to be staked out to watch 
it, for the public good. A worthy purpose 
and, for that day, apparently a good law. 
Nobody realized as yet how this new in- 
dustry was going to grow. 

Some of the largest customers for nat- 
ural gas are not on utility meters—the 
petrochemical manufacturers. They are 
pretty certain to have a voice in Congress, 
and a concern with regulation. 

Chemicals derived from oil and gas now 
make up nearly half the chemical indus- 
try’s total output, and the ratio is increas- 
ing. We eat petrochemicals—plant foods 
and pesticides make up the largest mar- 
ket; they increase production and save 
labor, as with the weed killers that sup- 
plant the hoe. 

An auto tire now contains about 10 per 
cent natural rubber, the rest synthetics, 
from styrene and butadiene. 


ee distilling company went into 
petrochemicals during prohibition, 
but sold that line before repeal, expecting 
that liquor would come back big. It did 
not. High taxes cut down drinking. So the 
company is going back into petrochemi- 
cals. 

This industry now has underground 
storage for propane, butane, and other ma- 
terials. Chemists maintain that oil and gas 
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will ultimately be too valuable as manufac- 
turing materials to burn, expecting atomic 
and solar power to release them from 
energy uses. 

The availability and price of natural 
gas are critical in this industry, and it felt 
that a green light had shone when, last 
spring, the Supreme Court reversed the 
Memphis case decision. Assuming that in- 
terference with its basic material had been 
cleared away, expansion plans were laid, 
to be halted by the Zwerdling rate formula 
for regulating independent gas producers. 
Joseph Zwerdling is a veteran rate exam- 
iner for the Federal Power Commission. 
Chemical Week regards it as a “phantom 
tax” ruling which will start another period 
of lawsuits, and, by reason of its low ceil- 
ing on prices, discourage exploration, 
upon which the gas industry depends. 

Also, state taxes threaten petrochemical 
materials, and the new methane industry 
might, thinks Chemical Week, divert some 
of our domestic gas to foreign markets. 


H~ much we have to learn about this 

“bustiferous” postwar business, its 
many branches, its bewildering technology, 
is shown in the “sour gas” department of 
the chemical industry. 

Recently, great reserves of natural gas 
have been discovered in Canada. It is most- 
ly sour—contaminated by sulfur, unfit for 
fuel until sweetened. Sulfur is a readily 
marketable material, basic, much of it used 
for sulfuric acid, the “bread of industry.” 
Once it was mined around volcanoes— 
Sicily had a big sulfur business. Then the 
Frasch process, melting sulfur by pump- 
ing down hot water, and pumping sulfur 
up, gave this country leadership, provided 
sulfur for the past sixty years of our in- 
dustrial expansion. 

Now, sulfur from sour gas is rivaling 
the Frasch product, so the Canadians have 
something new to sell. Their gas is far 


from pipelines. Extracting sulfur without 
a market for the sweetened gas is not eco- 
nomic. The gas would probably have to be 
flared. But the Canadians, and American 
corporations, propose building pipelines, 
one even to pump the sulfur to market. 
And utility management in border states 
may eventually be looking to Canadian 
gas, for peak shaving, and perhaps to 
counterbalance rates with those paid by 
householders and industry nearer our own 
gas fields. 

All of which would have to be adjusted 
by suitable regulation. 


Something Like a Rat Race 


Bee Tiffany idea, that a utility com- 
pany can pay almost any price for 
peak-shaving gas if it has enough for 
everybody all year round, is borne out by 
investigators who are looking for “outs.” 
Especially peak-shaving methods that will 
require no federal regulation, but solve 
the problem by utilizing recent techno- 
logical developments. 

Suppose a utility company were able to 
change its equipment so that uninter- 
rupted service could be guaranteed its in- 
dustrial customers. It would sell more gas 
over the year, make more money, and its 
industrial customers could in turn take 
care of their customers, make more money. 
They would not be thinking about going 
back to oil or coal! 

One way in which this happy state of 
affairs may be brought about, and with no 
necessity for federal regulation, is by 
utilizing the 1/600 bulk reduction of lique- 
fied methane. A thoroughgoing job of as- 
sembling data for such an “out” has been 
done by A. Russell Young, an executive of 
the Constock - Pritchard organization, 
which carried out the research and engi- 
neering for the Methane Pioneer. 

His report indicates that for some util- 
ities large enough to make the investment, 
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peak-shaving methane can be liquefied and 
stored in the same type of insulated tanks 
fitted into the methane ship. Such tanks 
have been in use for several years for 
storing liquid oxygen at 300 degrees be- 
low. In fact, the technology of liquid oxy- 
gen has made great contributions to the 
natural gas possibilities. 

Mr. Young’s studies, based on the peak 
patterns, volume, rates, and finances of 
several large utility companies, cover the 
questions that will arise when utility man- 
agement weighs the possibilities for chang- 
ing plant from underground to surface 
storage. His data apply only to plants 
large enough to make the necessary in- 
vestments in liquefying and storage equip- 
ment. Each company must do its own en- 
gineering and financing, according to its 
own conditions. Which is just what each 
company will have to do in adjusting to 
regulation of imported methane. 


— are other technological ad- 
vances in storing peak-shaving gas 
under pressures, with safety, and they will 
become more and more important as util- 
ity peak problems become more complex. 

For the utilities are really in a rat race 
with the birth rate, the demands of their 
customers according to locality, and with 
rising costs of gas, pipeline transportation, 
and underground storage. 

Their peaks are getting steeper. Each 
year they have to lay away more gas, and 
shut off industrial customers for longer 
periods, not altogether on account of 


weather, but because customers at the ends 
of the longest pipelines are converting 
from coal and oil at faster than the 
national rate. There has been a rate ad- 
vantage. There is greater convenience. 
They are excited about gas. Also, popula- 
tion is growing faster on both coasts. 

Mr. Young finds some utility brass 
skeptical of his data on rising costs. It is 
assumed that peak problems are being tak- 
en care of by higher rates, by crowding 
underground storage. 

“Tt can’t be that high,” he is sometimes 
told. “Don’t confuse us with facts!” 


Wanted—A More Equable Planet 


Ms: gas utility problems come down 
to weather. 

Meteorologists look toward a day when 
weather can be forecast long range, giving 
utilities a peak pattern for at least a year. 
Or as more is learned about weather 
through space research, there may be con- 
trol, abolishing the peaks. 

Utilities might give space explorers 
specifications for a planet with a climate 
like Arequipa. 

Peruvians get dreamy eyed as they de- 
scribe the eternal spring of Arequipa, 
hanging in a precise balance between lati- 
tude and altitude. 

Such a planet, if it can be found and 
colonized, could be a Garden of Eden for 
a utility company. 

If it has natural gas. 

And customers. 

—JameEs H. CoLiins 





Pipeline Construction Stimulates Archaeology 


evap and pipeline construction 
would seem to have little in com- 
mon. However, Gene Bylinsky, in a recent 
article in The Wall Street Journal, has 
pointed out that a large degree of co-op- 
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eration exists between these two divergent 
fields. 

Not too long ago the field of archae- 
ology was left to the bearded scientist who 
combined a large degree of scientific 
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“I WAS AFRAID OF THAT—AFTER THE SUPER RECONDITIONING JOB ON 
THAT PUMP!” 


knowledge with the purer forms of schol- 
arship. Such men as Jean Francois 
Champollion, who deciphered the Rosetta 
Stone after twelve years of pondering, 
pursued their profession without the help 
of pipeline construction companies or 
amateurs. Mr. Bylinsky points out that 
the field of archaeology has now been 
joined by private companies, federal and 
state governments, and “hordes” of ama- 
teurs. The rush into the field has boosted 
the sale of books and equipment relating 
to the field and it has also stimulated the 
search for more precise methods of eval- 
uating archaeological finds. Concerning 
this new interest Mr. Bylinsky states: 


Scholars credit much of archaeol- 
ogy’s current appeal to archaeologists 
themselves who, as one noted, are de- 
voting their efforts “less to flints, bones, 
and fragments of earthen pots, per se, 
and more to interpretation in terms of 
man’s cultural development.” Attests 
Dr. Waldo Wedel, curator of archae- 
ology at the Smithsonian Institution in 
Washington: 

“Archaeology has given a new per- 
spective to man’s story; it has shown 
how recent is the phenomenon we call 
civilization, and how much that devel- 
opment owes to various peoples and 
regions.” 
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a speed with which new construc- 
tion projects are being developed 
poses a threat to many lingering traces of 
now dead cultures. Many companies, in- 
cluding El Paso Natural Gas Company, 
Shell Oil Company, Colorado Interstate 
Gas Company, and Standard Oil Com- 
pany of Texas, are contributing sums of 
money to support archaeological research. 
Most of these companies see contributions 
to such projects as means of showing their 
civic-mindedness. This participation by 
oil and gas companies has produced a new 
and special branch of the science which 
Mr. Bylinsky calls “pipeline archaeology.” 
A team of scientists rush ahead of pro- 
posed pipeline routes removing historic 
samples that would be destroyed by the 
digging machines. Mr. Bylinsky notes that 
pipelines have not been delayed by this 
process; however, in one instance, it was 
necessary for the archaeologists to work 
through the night to save choice artifacts. 

Enthusiastic amateurs come from every 
walk of life to participate in digging. Mr. 
Bylinsky observes that in Wapanucket, 
Massachusetts, Maurice Robbins, super- 
intendent in the meter department of the 
Attleboro Steam & Electric Company, 
supervises the amateur digging of a buried 
Indian village. Mr. Robbins holds a doc- 
tor’s degree in anthropology and he has 


commended the work of the amateurs in 
their scientific hobby. 


HE laboratories of major oil com- 

panies have been put to the task of 
dating archaeological objects. Under ordi- 
nary circumstances, dating of geological 
deposits would be the prime concern of 
these labs. However, the technique of de- 
termining age through the deterioration 
of carbon 14 has caused a good many 
scientists to take a second look at previ- 
ously established dates. Mr. Bylinsky 
notes that the Ice Age in America ended 
a mere 10,000 years ago, much later than 
scientists had previously suspected. 

Oil and gas companies have also aided 
archaeologists by subsidizing various pub- 
lications. El Paso Natural Gas has sup- 
ported the publication of a 410-page vol- 
ume devoted to the archaeological finds 
along its pipeline routes. 

Mr. Bylinsky mentions a recent archae- 
ological find which should be of interest 
to every rushed utility executive. A 2308- 
year-old pillar was discovered not long 
ago in Greece. Written on the pillar in 
hieroglyphics was the complaint of a busi- 
nessman who suffered from a most mod- 
ern ailment—ulcers. Evidently there has 
been little progress in at least this one area 


of the businessman’s life. 
—C. B. 





Creating a Mall in Downtown Shopping Areas 


A RECENT article in the Pittsburgh 
Press by William A. Allan explores 
the activities in various cities which are 
attempting to save the blight-stricken 
downtown areas. Nearly every city in the 
nation has an area, right in its central sec- 
tion, which no longer has prospering busi- 
nesses and shops. 

Those stores which do remain suffer 
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from decreased business and generally 
tough sledding. Of course there is an im- 
mediate impact on the economy of mass 
transit facilities already hard pressed by 
auto competition, traffic jams, and disor- 
ganized routing. But other utilities—gas, 
electric, telephone—have an inescapable 
stake in the solution, if any. The Roches- 
ter (New York) Times-Union recently 
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ran a series of articles dealing with the 
possible local application of the “Toledo 
plan” for a mall development in the down- 
town area of that city. Mr. Allan’s piece 
dealt with the same situation in Pitts- 
burgh. 

There are many reasons for the down- 
town slump, which has caused concern 
even in our nation’s capital, Washington, 
D. C., and adjacent Baltimore, Maryland. 
The affluent taxpayers are moving out to 
the suburbs and retail business is follow- 
ing them. Less affluent new residents are 
moving into these vacant or depressed 
areas, and may go on relief. So instead of 
taxpayers, the city ends up with tax eat- 
ers and the exodus of business is acceler- 
ated. Part of it can be attributed to the 
exodus of persons toward the suburbs. 
Another reason would be the advent of 
that new American marvel the “shopping 
center.” There are very few large depart- 
ment stores in any metropolitan district 
which do not maintain at least one such 
branch store in the surrounding suburban 
areas. Traffic problems also are a prime 
reason for shoppers staying away from 
congested downtown areas. With branch 
stores in suburban areas why should the 
average housewife fight downtown park- 
ing and traffic problems? 


M r. ALLAN notes that officials in Pitts- 
burgh have been considering the 
establishment of a mall in the downtown 
area in order to entice suburbanites back 
into the city to shop. Pittsburgh officials 
have inspected the mall idea which has 
been tried in Toledo, Ohio. The city fa- 


thers of Toledo closed two main streets in 
the downtown area for a stretch of two 
blocks each. These are not main traffic 
arteries. Small areas were planted with 
shrubs and flowers, statues and fountains 
were added, and a playground, under To- 
ledo Recreation Bureau supervision was 
established. The reaction to this experi- 
ment has been most favorable. People 
seem to like the spirit of meeting with 
friends while they shop in an atmosphere 
of comfort and ease. However it is all an 
experiment and Toledo’s Mayor Yeager 
stated : 


It is slated to come down in about a 
month, but the reaction has been so 
good I imagine it will be left intact 
much longer—perhaps up until the 
Christmas shopping season. 

But certainly it will be torn out. Then 
we will face the problem of if and 
where we can erect a permanent mall. 


Mr. Allan notes in his article that just 
$15,000 was spent in erecting the green- 
ery in the mall area. Merchants have re- 
ported an increase in business ranging 
from 10 to 20 per cent. It is difficult to 
determine, the article observes, if this fig- 
ure represents a permanent increase in 
business or only those people who came 
to see and also made some purchases. 

As suburbia continues to grow there 
will be more attention given to downtown 
city areas. Such things as improved pub- 
lic transportation, more attractive shop- 
ping areas, and better parking facilities 
could do much to set back the advancing 
plague that nearly every city now feels. 





The Importance of Oil Products to the U. S. 


N late August Administrator M. V. 
Carson, Jr., Oil Import Administra- 
tion, Department of the Interior, spoke 
before the Second Century of Oil 


Conclave at Titusville, Pennsylvania. 

Mr. Carson noted that the present age 
might be known as the “Oil Age” or the 
“Combustion Engine Age” even though 
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we now seem to be moving into the won- 
ders of the “Atomic Age.” He recalled 
that it was only a hundred years ago that 
Edwin L. Drake drilled a well 694 feet 
and struck oil at Titusville. This pro- 
duced about ten barrels of oil a day. Just 
one hundred years later our daily oil con- 
sumption is about 10 million barrels per 
day. 

It was noted by Mr. Carson that the 
combined mobile horsepower of the 
United States is greater than that of our 
factories. Our gasoline-driven cars num- 
ber in tens of millions. The gasoline-pow- 
ered vehicle touches all of our lives in 
many ways. Public transportation, the 
transportation of fuel itself, our railroads, 
transportation of foods, and the powering 
of tractors all depend upon oil-propelled 
machines. 

Mr. Carson states that our victory in 
two World Wars was, to a large degree, 
based on our supply of oil products. He 
states: 


If an abundance of oil was of the 
essence of victory to the United States 
and its Allies, the denial of oil to our 
enemies was of the essence of defeat 
to them. After Pearl Harbor, the Jap- 
anese did reach the oil sources of 
Borneo, Java, and Sumatra. But our 
naval forces—especially our subma- 
rines—almost severed the sea-borne 
line of communications that ran from 
the oil-bearing islands to Japan. Hence 
Japan, unable to base the bulk of its 
fleet in home ports, had to violate the 
principle of strategy which dictates that 
you must never divide your forces in 
the face of a superior enemy. A large 
part of these forces was stationed close 
to the sources of Dutch Indies oil at 
Lingga Roads, at Leyte. And here 
Japan’s fleets were defeated. The end 
of the war in the Pacific was then in 
sight. 
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It is noted by Mr. Carson that this same 
shortage of gasoline helped to defeat Ger- 
many. So serious was the shortage of gas- 
oline that at times tanks and armored ve- 
hicles were moved to the front by oxen. 


6c 


HE oil industry was termed “ex- 
traordinarily dynamic” and it was 
stated that 37 billion barrels of oil and 
natural gas liquids are now in proven re- 
serves as contrasted with about 19 billion 
in 1940. This is such a huge reserve that 
Mr. Carson cites the following example 
to give some scale to the figure of 37 bil- 
lion barrels of proven oil and gas re- 
serves. A container to hold such a sea of 
liquid would require a tank one square 
mile in cross section and 7,401 feet high 
—five times the height of the Empire 
State building. The liquid from such a 
container would fill up a pipeline to the 
moon—a pipeline 15 feet in diameter and 
238,850 miles in length. It is true that 
each year we draw off huge supplies of 
our oil reserve; however, new discoveries 
constantly boost the available reserves. 
Mr. Carson urges that we use oil wise- 
ly, however. He notes that an economic 
and political climate must be maintained 
which will continue to stimulate the find- 
ing of oil. He believes that our children 
are the hope of the future and that their 
hopes will be fulfilled if we leave to them 
a heritage of a bountiful supply of energy 
fuels. He said: 


Oil is the essence of empire and the 
demand on the oil industry will be of 
empire proportions as it strives to pro- 
vide its share of the nation’s energy 
needs. As we look back over two World 
Wars and the prodigious growth of our 
nation we must realize anew with what 
foresight President Coolidge wrote in 
1924 that “The supremacy of nations 
may be determined by the possession of 
available petroleum and its products.” 
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If we reflect on the numbers of ways 
that oil and oil products enter into our 
lives and into the life and health of the 


nation we can appreciate Mr. Carson’s 
concern for giving our children a bounti- 
ful supply of energy fuels for future use. 





New Method for 


MERICAN educators and statesmen 
have become increasingly aware of 
the language barrier which exists when 
Americans mingle with persons of other 
nations. The United States is one of the 
few great land masses which has a unify- 
ing language. Countries such as Russia 
and China have so many variant language 
groups, so many dialects, that one is re- 
minded of the Biblical Tower of Babel. 
Countries such as France, Italy, Germany, 
and Switzerland come into constant con- 
tact with other languages and their 
schools stress language study since it is 
essential for commerce. Such countries 
abound in bi- and trilingual persons. 

The United States, on the other hand, 
with its single predominant language, of- 
fers little opportunity for students to 
practice conversation. Indeed, in the past 
there has been slim reason for most stu- 
dents to “plug away” at language studies 
when little opportunity presented itself 
for such foreign language use. Today, 
however, U. S. students are suffering 
from our single-language use and the need 
for bilingual citizens is on the increase. 
Increased commerce with foreign nations, 
U. S. interests in foreign countries, in- 
creased tourist travel, and superfast jet 
transportation have all added to the de- 
mand for persons who can speak more 
than one language. 

Educators have sensed this growing 
need and various programs have been 
initiated to fill the growing gap. In a 
good many schools foreign languages are 
now being taught in the elementary 
classes. Prominent educators have urged 


Teaching Languages 


that the two-year language requirement in 
high school academic courses (required in 
most high schools) should be increased to 
three or four years of study in the same 
language. Various television stations in 
the nation have been, in conjunction with 
institutions of higher learning, broadcast- 
ing foreign language courses. In Wash- 
ington, D. C., for instance, a course in 
Russian has been offered over TV. Col- 
lege credit was extended to those persons 
who registered and passed the examina- 
tions at the end of the course. 


Sin Houston, Texas, Chronicle, in 
September carried an article by Mary 
K. Herolz which describes the method 
used in the Spring Branch School District 
to teach foreign language skills. Thirty 
“lab” units have been installed in each of 
the school district’s three secondary 
schools. The “lab” method is the out- 
growth of a formula pioneered during 
World War II by the Institute of 
Languages, Georgetown University, in co- 
operation with the Defense Department 
in Washington, D. C. 

Under the new “lab” program a stu- 
dent spends about twenty-five minutes of 
a 55-minute class period in regular 
“book” study. The remainder of the class 
period is spent with each student in his 
individual broadcast booth. Earphones 
are put on and an individual magnetic 
tape recorder is then adjusted. From a 
master monitor at the front of the room 
the teacher conducts the “lab” lesson. 
Should the instruction be in Spanish the 
teacher would begin with ‘‘Buenos Dias” 
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Canadian Gas Flow Seen 


“be anette economic demands for 
more natural gas will ultimately force 
the Canadian and U. S. governments to 
work out methods for a free flow of nat- 
ural gas from Canada to the United States. 
This is the prediction of the National 
Planning Association, a private research 
organization. A report prepared by a sev- 
en-man committee under the chairman- 
ship of Charles A. Perlitz, Jr., executive 
vice president of Continental Oil Compa- 
ny, declared that by 1970 natural gas may 
provide one-third of the total energy 
needs of the U. S. and Canada. It said the 
gas needed to meet this demand is avail- 
able. 

Up to now the principal reasons for the 
inability to get big across-border flows of 
gas has been the Federal Power Commis- 
sion, which regards Canadian gas a mere 
supplement to U. S. needs, and the Ca- 
nadian government, which is reluctant to 
export its energy fuels. Companies in Can- 
ada havea surplus of gas, however, and are 
eager to sell it in U. S. markets once the 
green light is given. 


Huge Coal Pipeline Planned 


— electric utilities are watching 
with considerable interest the an- 
nounced plan of Texas Eastern Transmis- 
sion Corporation, which is exploring the 
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possibilities of transporting coal from 
West Virginia to the eastern seaboard via 
a pipeline that would deliver about 8 mil- 
lion tons of coal a year. This represents 
half of the combined needs of four utili- 
ties which have expressed interest in the 
project. They are New York’s Consoli- 
dated Edison, New Jersey’s Public Serv- 
ice Electric & Gas Company, Philadelphia 
Electric, and Pennsylvania Power & Light. 

Partner in the plan with Texas Eastern 
would be the Consolidation Coal Compa- 
ny of Pittsburgh, which would supply the 
fuel. Consolidation Coal already has a 115- 
mile coal pipeline in Ohio, which is the 
pioneer effort in successfully transporting 
coal by way of a pipeline. The experience 
it has gained in this venture should prove 
valuable if the Texas Eastern plan is put 
into operation. Substantial transportation 
savings on coal are expected when the coal 
pipeline becomes a reality. 


AEC Assigns Advanced 
Reactor Study 


HE Phillips Petroleum Company of 
Bartlesville, Oklahoma, has been as- 
signed the task of performing a conceptu- 
al design study of a high-flux test reactor 
incorporating the most advanced tech- 
nology available. 
The AEC said the purpose of the study 
is to determine the kind of test reactor 
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that will meet the commission’s needs for 
neutrons in the high-flux range over and 
above those needs which can be met in re- 
actors already built or planned. Test re- 
actors provide facilities for the irradiation 
of reactor materials and components in 
neutron flux fields under conditions simi- 
lar to those of reactors for which the com- 
ponents and materials are intended. Neu- 
tron flux is the intensity of neutrons in a 
given area of a reactor. 

Phillips has been told to consider more 
than one design approach in its study in or- 
der that the most promising concept may 
be incorporated in the design. 


Outer Continental Shelf 
Rights of Way 


hen Department of Interior has pro- 
posed new procedures in outer conti- 
nental shelf rights of way for oil and gas 
pipelines. The changed regulations would 
permit granting of new rights of way 
across existing rights of way without per- 
mission of the holders. 

“It is possible for a right-of-way holder 
whose right of way runs parallel to the 
coast line to take advantage of present reg- 
ulations,” Edward Woozley, director of 
the Bureau of Land Management, de- 
clared. “By arbitrarily refusing to permit 
his right of way to be crossed or invaded, 
he could effectively tie up transportation 
of production from seaward of his right 
of way. Such a situation could seriously 
hamper mineral development on the outer 
continental shelf.” 


An applicant for a new right of way 
would still have to notify holders of the 
existing rights of way that would be affect- 
ed, but he would no longer have to gain 
their permission. However, if the applica- 
tion is granted, holders of affected rights 
of way could appeal the decision. 


Coal Study Bill Killed 


| pemmoeneid Eisenhower has_ vetoed 
legislation which would have set up a 
federal research and development com- 
mission to promote new and wider uses 
for coal. The President said in a memo- 
randum rejecting the proposed coal com- 
mission that the Interior Department al- 
ready does much of the work that would 
be assigned to the commission. He said 
creation of the commission would dilute 
the department’s “established interest in 
such matters.” 

The veto was Mr. Eisenhower’s 146th 
since he took office in 1953. Because Con- 
gress has adjourned, no move can be made 
to override it. Senator Joseph F. Clark 
(Democrat, Pennsylvania) said in a 
statement that he deplored Mr. Eisenhow- 
er’s action in rejecting the bill. He noted 
that it was approved “by large majori- 
ties in Congress” and said the veto “sets 
us back another year in getting this vital 
[research] program under way.” 

Mr. Eisenhower endorsed one section 
of the bill authorizing the Interior De- 
partment to contract with private agencies 
for coal research and recommended that 
Congress enact it as separate legislation 
next year. 


California 


Free Monorail Refused 
oe Metropolitan Transit Authority 

of Los Angeles has had to refuse the 
offer of a free $800 million, 600-mile mon- 
orail transit system because of legal re- 
strictions. Axel Wenner-Gren, multimil- 


lionaire Swedish industrialist, who has 
built monorail projects in several parts of 
the world, made the offer. 

All the city of Los Angeles would have 
had to provide was the operating franchise 
and the right of way along five radial 
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routes. The authority would have retained 
supervision over the operation of the sys- 
tem. 

The monorail envisioned would have 
had aluminum cars traveling overhead at 
speeds up to 80 miles an hour with an 800- 
passenger capacity. 


In order to accept the offer, the Los 
Angeles Metropolitan Transit Authority 
would have had to own and operate the 
system, it was learned. Even if a private 
franchise could be granted, prohibitive 
taxes would have made the operation eco- 
nomically impracticable. 


Colorado 


To Reduce Wholesale 
Gas Rates 


Megami INTERSTATE GAs COMPANY 
will file in the near future a new 
tariff with the Federal Power Commis- 
sion which would put into effect a reduc- 
tion of rates for wholesale customers. The 
reduction to Colorado Interstate’s whole- 
sale customers in the Rocky Mountain area 
will amount to about 11 per cent when the 
company puts the new rates into effect 
on November Ist, President W. E. Muel- 
ler reported. 

As soon as these lower rates become 
effective, Mueller said further, Colorado 


District of 


Transit Action Program 
— governmental units in the Wash- 

ington, D. C., metropolitan area have 
approved a “four-step action program” 
aimed at improving highway and transit 
facilities, The steering committee of the 
Washington Metropolitan Regional Con- 
ference voted to recommend that area offi- 
cials should: 1. Acquaint themselves and 
their governing bodies with the report of 
the Mass Transportation Survey. 2. Set 
up public discussions on the report. 3. Press 
for congressional approval of the transit 


Interstate will apply to the FPC for au- 
thority to make a refund appropriately re- 
flecting these rate adjustments back to 
February 4, 1958. This was the last date 
of the company’s rate settlement agree- 
ment which resulted in a refund of nearly 
$39 million last March. 

The refund, including interest, will ap- 
proximate $5.7 million through July 31, 
1959. 

In connection with the new tariff, 
Colorado Interstate also is offering its 
wholesale customers new 20-year con- 
tracts. They will replace contracts which 
are due to expire in 1967. 


Columbia 


regulatory compact already approved by 
Virginia and Maryland. 4. Establish 
standards of transportation facilities ade- 
quate for future area growth. 

The survey report recommended a 99- 
mile rapid transit system and a moderate- 
ly enlarged freeway system. Estimated 
cost of the project would be about $2.5 
billion. The survey itself has cost $500,- 
000. It was agreed unanimously that pub- 
lic opinion would have to be solidly behind 
the Mass Transportation Survey before 
action could be expected from Congress. 


Illinois 


Opposes Rate Hike 
api om ILLino1s Light CoMPANY has 
notified the Federal Power Commis- 
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sion that it intends to oppose the rate hike 
request of Panhandle Eastern Pipe Line 
Company. (See page 624. ) It feels that in- 
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creased costs to its customers cannot be 
justified since there is not an allocation of 
gas to its area from the increased capacity 
from the Trunkline expansion. It was 
this expansion that Panhandle Eastern 
Pipe Line Company cites as the reason for 


the rate hike application. However, two 
gas utility companies in Michigan will re- 
ceive all of the 135 million cubic feet the 
expansion makes possible. None will go 
to Central Illinois Light Company’s cus- 
tomers. 


Indiana 


Rate Boost Sought 


Fyne million electric rate increase, be- 
fore taxes, has been applied for by 
the Public Service Company of Indiana. 
The company explained to the Indiana 
commission that wage increases were in- 
cluded in the cost in figuring its revenue 
requirements. 

Public Service pointed out that annual 
payroll costs have increased 37 per cent 
during the past five and a half years while 


state and local taxes have increased 96 
per cent. 

Aliso, an increase in the cost of obtain- 
ing capital funds was claimed. Public Serv- 
ice estimated the “fair value” of its plant 
at $525 million. In 1955 the company 
sought a general rate increase, but the com- 
mission rejected it. But after the state su- 
preme court ordered a new hearing, the 
commission in 1956 increased Public 
Service of Indiana’s rates by $3.6 mil- 
lion. 


Missouri 


Rate Hike Granted 


Doe ELEectric CoMPaANny has been 
granted an increase in its electric 
rates by the Missouri Public Service Com- 
mission, 

The new rates are calculated to 
yield a return of 5.25 per cent based on a 
fair value rate base of $409.5 million. The 
company contended that it should not be 
required to furnish electric service for re- 
sale or for rent inclusion in public hous- 
ing projects. 

The state commission agreed, but 
because of a conflicting policy already fol- 


lowed by the company, it ordered that pub- 
lic housing projects be exempted from the 
rule against sale for resale. 

The Missouri commission also rejected 
arguments of intervening minority stock- 
holders which were seeking to limit the 
right of the company to curtail pre-emp- 
tive rights of shareholders to acquire addi- 
tional shares, 

It was further held by the state 
commission that management properly 
charged to operating expenses certain 
sums paid for disbursements as part of the 
Electric Companies Advertising Program. 


New York 


Gas Expansion Planned 
her Niagara Mohawk Power Corpo- 
ration wants authority to build a new 
gas pipeline in the Massena-Ogdensburg, 
New York, area. 
The utility told the Federal Power 
Commission that it had the requisite sup- 


plies of natural gas and the money to fi- 
nance the construction of the pipeline 
which would enable it to sell gas to con- 
sumers in this area. Niagara has estimated 
that the entire project would cost in the 
neighborhood of $10.5 million in the first 
year. 
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A company expert testified that a sub- 
stantial portion of the necessary rights of 
way had already been obtained for the 
pipeline. 

However, the St. Lawrence Gas Com- 
pany, Inc., also has testified before the 


FPC to show that it can obtain 46 billion 
cubic feet of natural gas to serve its pro- 
posed Massena-Ogdensburg area pipeline 
project. It wants to import gas from Can- 
ada for resale in Lawrence county, New 
York. 


Pennsylvania 


Rate Case Bureau Sought 
iene! GENERAL Anne X. Alpern 
has asked the state legislature for 
$200,000 to set up a bureau of consumer 
protection in the Department of Justice. 
Her idea is to save Pennsylvania millions 
of dollars in utility rates. 
The bureau would act as a sort of 
“watchdog” and check on various types 


of rate cases, including those before the 
state public utility commission, the Milk 
Control Commission, and the Insurance 
Department. 

Miss Alpern estimates that she can run 
the bureau for two years on the $200,000 
amount she has asked. Governor David L. 
Lawrence is reported to be back of the 
plan. 


Tennessee 


Co-ops Propose New 
Laws 


eae state legislative council was re- 
cently told by spokesmen for rural 
telephone and electric co-ops that they 
want legislation that would accurately de- 
fine their areas of service so that they 


would not overlap with municipal 


services. 
A rural electric co-operative association 


representative stressed that the main prob- 
lem faced by his group was competition 
with municipal distributors. He said he 
considered it wasteful for both organiza- 
tions to serve the same areas. 

A telephone co-op spokesman also 
asked for legislation similar to that which 
now regulates electric co-ops, as well as 
legislation to help regulate management 
of the co-ops. 


Texas 


Less Gas Regulation 
Urged 

hoa the natural gas industry is freed 
from utility-type regulations, there 
will be a dwindling supply of natural gas, 
delegates to the Texas Mid-Continent Oil 
and Gas Association convention in Hous- 
ton, Texas, were told last month by Gor- 
don Simpson, president of the Independ- 

ent Petroleum Association of America. 
Simpson also declared that the natural 
gas decision in the Phillips Petroleum 
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Company case created more problems than 
it settled and raised more questions than 
it answered. He said this and other deci- 
sions by the courts and the Federal Pow- 
er Commission have compounded the con- 
fusion and intensified the need for the 
early enactment of a natural gas bill. There 
is little in the present unsettled situation, 
Simpson added, to encourage the small 
producer, which historically drills 80 per 
cent of the wildcats, to explore for natural 
gas. 





Progress 


of 





Regulation 








Trends and Topics 


Rate Questions in Gas Certificate Proceedings 


DS poemenning views of representatives of distributing companies and con- 
sumers, on the one hand, and representatives of gas producers, on the 
other hand, as to interpretation of the Supreme Court decision in Atlantic Re- 
fining Co. v. New York Pub. Service Commission (29 PUR3d 70), commonly 
referred to as the CATCO case, were aired in discussions at the August meet- 
ing of the Public Utility Section of the American Bar Association, and they 
have been considered in recent court and commission decisions. Questions arise 
as to the extent of investigation of proposed gas prices in certificate proceed- 
ings. Then follows the question as to whether the commission should impose 
conditions as to prices. Consumer representatives are concerned over certifica- 
tion under § 7 of the Natural Gas Act where customers are in need of a gas 
supply, but Where there may be renegotiation of contracts and triggering of 
rate increases under escalation clauses. They wish to avoid the delay incident 
to § 5 rate cases. Producers shun cost-of-service evidence. References to 
pertinent decisions may aid in examining the controversy. 


Recent Court Decision on Price Question 


The decision by the U. S. court of appeals for the third circuit on review of 
the Federal Power Commission grant of certificates to Transcontinental Gas 
Pipe Line Corporation and others seems to be the latest judicial opinion on 
this subject. The commission (25 PUR3d 157) had granted certificates to 
twenty-six gas producers (involving 38 applications), who had made 
contracts for the sale of gas produced in southern Louisiana and offshore areas 
to Transcontinental Gas Pipe Line Corporation (Transco). The commission 
had also granted certificates to Transco to construct additional pipeline facilities 
to carry the supply of gas authorized by the producers’ certificates. The court 
said there was no suggestion of collusion in the formation of the contracts. 
They called for prices ranging from 22.4 cents to 23.3 cents per Mcf of gas. 

Petitioners for review, including the New York commission, contended that 
the FPC abused its discretion in not attaching to the producers’ certificates 
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conditions limiting the price to be paid by Transco to a level below that set in 
the contracts. The court said that the only question was whether it was an 
abuse of discretion for the commission to grant the certificates without condi- 
tioning them as to price. The court noted that in the Signal case (17 PUR3d 
226) the court had said that the commission could make its certificate condi- 
tioned upon a price limitation but did not say that it must. 

Since the Transco case was submitted to the circuit court, the Supreme Court 
had affirmed the same court in the CATCO case (29 PUR3d 70) and had sent 
the case back to the commission for further hearing. The circuit court, after 
discussing the CATCO decision, reviewed the facts in the Transco case and 
noted the Supreme Court’s statement that the Natural Gas Act does not require 
a determination of reasonable rates in a § 7 proceeding but requires careful 
scrutiny and responsible reaction to initial price proposals of producers. The 
commission is also required to “evaluate all factors bearing on the public 
interest.” 

The court said that the “all factors” aspect makes these cases hard to decide. 
Members of a careful and experienced court may divide when an order comes 
before them for review. Balancing the weight to be given the various factors, 
the court continued, involves an exercise of judgment, and the reasons which 
sway that exercise may be hard to articulate in a particular case. 

The court then concluded that the weighing of the factors and the conclusion 
to be reached were tasks for the commission. If the necessary elements were 
not considered, the error was one of law and subject to court correction; but 
if they were considered and the conclusion reached was not unreasonable, the 
conclusion stands whether it is the one the reviewing court would have reached 
or not. That, in the judgment of the court, was the case here, and the order of 
the commission was affirmed. 

A dissenting judge challenged the view that the result reached by the com- 
mission in these cases was a permissible result despite the strictures of the 
decision rendered by the Supreme Court in the CATCO case. He said that it 
seemed appropriate to ask whether the commission would have proceeded in 
the way it did, and reached the result it reached, had the subsequent teaching 
of the Atlantic Refining case (CATCO) then been before it. He said that case 
indicated an approach and emphasized considerations which might well have 
led the commission to a different result, with or without further inquiry as to 
reasonable rates, in the cases then before the court. United Gas Improv. Co. et 
al. v. Federal Power Commission, Nos. 12,797, 12,805, August 4, 1959. 


Views of Federal Power Commission 


The Federal Power Commission, in Re South Georgia Nat. Gas Co., Opinion 
No. 325, August 7, 1959, said that it understood the decision by the Supreme 
Court in the CATCO case (29 PUR3d 70) held, in essence, that the producers’ 
initial price must be supported by substantial evidence establishing that the 
price is required by the public convenience and necessity and is in the public 
interest; that although the commission should consider all factors and has 
broad discretion in determining whether an initial price is to be so supported, 
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price is an element of prime importance and the commission must scrutinize 
the price closely with a view to protecting the consumer and holding the line 
against price raises. 

The commission noted further that the court upheld the authority of the 
commission to attach price conditions as it might believe necessary. The com- 
mission said, however, that as it understood the court’s opinion the court did 
not attempt to prescribe rigidly the quantum of evidence which might be ad- 
duced in every case, but indicated what kind of evidence was insufficient; 
what kind of evidence might or should have appropriately been adduced in 
consideration of the record there; and thereby, what kind of evidence might 
or should be adduced in other cases, depending on the factual circumstances 
present in such cases. 

The commission construed the court’s opinion as holding that producer 
certificate proceedings need not necessarily assume the character of rate pro- 
ceedings under § 4 or § 5 of the Natural Gas Act. The commission then con- 
cluded that the requirements laid down by the Supreme Court in its CATCO 
opinion had been met in the South Georgia case. The evidence established that 
the proposed initial prices for the producers’ sales were in the public interest 
and the proposed sales were required by the public convenience and necessity. 
The commission did not think it necessary to attach any initial price condition. 
The commission did not find that the producer prices were out of line when 
compared with other producer prices executed in the respective areas in recent 
years. Reference was made to the Transco decision previously discussed. (The 
South Georgia case is reviewed further at page 660.) 


FPC Action in Other Recent Cases 


Similar views are reflected in other recent decisions, reviewed in this depart- 
ment under tHe subheading “Review of Current Cases.” In the Pacific North- 
west Pipeline case (reviewed at page 660) the commission did not think a 
price condition was warranted. (That decision came prior to the Transco de- 
cision.) But, in approving a proposal by Transwestern Pipeline Company to 
transport gas, the commission attached conditions both to pipeline rates and 
producer rates, after finding that proposed producer rates would establish new 
high-priced plateaus in two producing areas. It expressed a determination to 
“hold the line.” Re Transwestern Pipeline Co. Opinion No. 328, Docket Nos. 
G-14871 et al. August 10, 1959 (reviewed at page 663). The question of pro- 
ducer prices was also discussed in Re Texas Gas Transmission Corp. et al. 
Opinion No. 327, Docket Nos. G-17335 et al. August 10, 1959 (reviewed at 
page 662). The commission allowed proposed initial prices. 

The question of price conditions also received attention in the Trunkline 
Gas Company case (reported in full in 29 PUR3d 1). The commission imposed 
rate conditions in approving sales by Trunkline to Consumers Power Company; 
but after careful examination of not only field prices, but also other evidence, 
the commission granted producer certificates at the contract price without 
conditions. Great weight was given to the fact that the contracts provided for 
a firm 20-cent price for ten years, without escalations or redeterminations. 
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Review of Current Cases 


Price Condition on Gas Producer Sales Unwarranted 


7 Federal Power Commission, in a 
certificate proceeding, allowed an 
initial price of 15 cents per Mcf for gas to 
be purchased in Colorado by Pacific 
Northwest Pipeline Corporation. Under a 
contract with seven producers, the initial 
price will increase by one cent at five-year 
intervals. The staff urged a rate condition 
of 12 cents per Mcf on the ground that a 
higher rate would result in substantially 
increased prices in the area. 

The commission observed that the par- 
ticular circumstances in each case are of 
decisive importance in determining 
whether a condition should be attached to 
the issuance of a certificate. Such circum- 
stances include whether the proposed price 
will cause an increase in other prices in 
the area, the kind and quality of gas in- 


7d 


volved, competition in the area, and 
similarity between the questioned contract 
and other contracts. The commission con- 
cluded that the record in this case sup- 
ported the proposed price of 15 cents, that 
such price was not higher than other prices 
on a comparable basis, and that it would 
not cause other purchasers in the area to 
pay more for gas. Nor will the 15-cent 
price escalate any of Pacific Northwest’s 
other contracts since they do not contain 
favored-nation clauses. 

A price condition was, therefore, re- 
jected as unwarranted. Moreover, the 
commission expressed the view that the 
imposition of a condition would interfere 
with exploration for gas in the area. Re 
Pacific Northwest Pipeline Corp. et al. 
Docket Nos. G-13456 et al. July 23, 1959. 


Gas Pipeline Projects Approved and Certificates 
Granted Producers without Price Conditions 


HE Federal Power Commission has 

granted certificates to Southern Nat- 
ural Gas Company and South Georgia 
Natural Gas Company to construct and 
operate additional facilities. Southern 
Natural, serving the mid-South, is author- 
ized to construct additional pipeline, com- 
pressor, and appurtenant facilities costing 
in excess of $52 million, which will in- 
crease its delivery capacity by 375,000 
Mcf per day. South Georgia Natural, pur- 
chasing all of its gas from Southern Nat- 
ural and serving principally southern 
Georgia, will construct new pipeline 
laterals and appurtenant facilities costing 
about $2 million. Initially, it will receive 
an additional 36,700 Mcf of contract de- 
mand gas per day from Southern, with a 
subsequent increase in volume. 
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Ten producers obtained permission to 
sell the necessary volumes of gas to South- 
ern Natural, mainly from east-central 
Louisiana and southwestern Mississippi 
fields, at prices ranging from 19 to 21.5 
cents per Mcf, exclusive of tax reimburse- 
ment. Competing fuel interests and staff 
counsel excepted in several particulars to 
the decision of the presiding examiner, 
who would certificate the proposals sub- 
stantially as requested. The commission 
upheld the examiner generally. 


Rate Tilt Question Unresolved 


Staff counsel complained that Southern 
Natural’s proposed new rates were tilted 
to higher demand rates than demand costs 
and to lower commodity rates than com- 
modity costs. Counsel urged that the com- 
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pany should be required to justify the tilt 
before the proposed facilities and sales 
were certificated. Southern Natural had 
already filed its proposed rates and the 
commission had suspended them until 
November 1, 1959. 

The commission ruled that issues raised 
in connection with these rates, including 
the question of rate tilt, could most feasi- 
bly be considered in the impending rate 
proceedings. Furthermore, market needs 
and construction requirements in this case 
seemed to demand the least possible delay 
in the issuance of certificates. 


Interruptible Sales Complained of 


Competing fuel interests complained 
that Southern Natural’s daily capacity 
would be in excess of its contract daily 
obligations. They set the excess at 57,000 
Mcf of daily delivery capacity, as against 
the examiner’s finding of 35,000. It was 
argued that the excess capacity would be 
delivered as industrial gas for direct or 
resale interruptible sales until firm mar- 
kets could be found. 

The amount of excess capacity resulting 
from the present proposals appeared to be 
reasonable within the range the company 
had experienced in the past. Noting the 
“disparate character” of the company’s 
system and operations, the commission 
concluded that the proposed facilities, in- 
cluding those resulting in the excess capac- 
ity complained of, were required by the 
public convenience and necessity. 

The commission sustained a further ob- 
jection to the proposed installation of ad- 
ditional horsepower at a particular station 
of Southern Natural. The station would 
not be used for firm peak deliveries but 
purely to enable the company to deliver 
interruptible gas largely for boiler fuel. 


Economic Feasibility 
Also sustained was an objection by the 


staff to proposed sales by South Georgia 
Natural to three municipalities having 
debt service coverage ratios of less than 
1.5. The commission observed that it has 
regarded a debt service coverage ratio of 
1.5 as an appropriate index of economic 
feasibility in such projects as these. Denial 
of the sales, however, was without preju- 
dice to the municipalities making a better 
showing of economic feasibility in the 
future. 


Producer Filings 
Under § 154.91 (c) (1) of its regula- 


tions, the commission refused to permit 
two producers to withdraw their certificate 
applications in favor of an amended ap- 
plication by a third producer, a signatory 
co-owner, to cover all three. The operator 
of the properties is a signatory party to the 
sales contract. As the presiding examiner 
pointed out, the authority granted by the 
regulations for filing by a signatory co- 
owner to cover the interest of another 


signatory co-owner is limited to those 
situations where the operator is not a 
signatory party. The commission noted 
that its regulations pertaining to the fil- 
ings required by independent producers 
are under consideration with a view to 
their revision and improvement. 


No Price Conditions Attached 


The commission found no reason to 
condition the initial prices proposed by the 
producers. The staff urged that the Su- 
preme Court’s decision in the CATCO case 
(29 PUR3d 70) clearly places on produc- 
ers the burden of sustaining proposed 
prices. Additionally, it was contended that 
the Supreme Court, in disapproving the 
22.4-cent price in the CATCO case, has, 
in effect, disapproved all prices found on 
the commission’s approval of the CATCO 
price, which includes the prices in the in- 
stant case. (The commission’s opinion as 
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to price conditions is discussed under 
Trends and Topics, ante, page 658.) 
The commission thought the evidence 
in this case substantially supported the 
proposed producer prices. It was shown 
that they are not out of line with the other 
prices Southern Natural pays in the same 
general producing areas. Nor are they out 
of line with other producer prices in such 
areas. Furthermore, delivery provisions 


under the sales contract are favorable to 
Southern Natural, and the proposed prices 
will increase the pipeline’s weighted aver- 
age unit purchase gas cost by only 0.05 
cents per Mcf—an insufficient increase, in 
the commission’s opinion, to outweigh the 
benefits of the sales and the projects de- 
pending on them. Re South Georgia Nat. 
Gas Co. et al. Opinion No. 325, Docket 
Nos. 9892 et al. August 7, 1959. 


Natural Gas Transportation Service Authorized 
And Louisiana Producer Prices Allowed 


HE Federal Power Commission has 

granted an application by Hope Nat- 
ural Gas Company whereby Hope will 
purchase and produce natural gas in 11 
fields in southern Louisiana and have it 
gathered, transported, and delivered 
through the facilities of Texas Gas Trans- 
mission Corporation and Texas Eastern 
Transmission Corporation. The gas will 
be delivered to Hope’s own system or to 
member companies of the Consolidated 
Natural Gas System for its account. 
Twenty-four companies filed related ap- 
plications for certificates. 

Hope’s application involved no new fa- 
cilities. It was merely an indirect exten- 
sion to southern Louisiana to produce or 
purchase gas for the Consolidated System. 
The staff raised the question whether 
Hope’s newly acquired gas supplies were 
adequate to justify the expansion of the 
systems of Texas Gas and Texas Eastern. 
Assuming Hope will take 100,000 Mcf 
per day, as is contemplated, there will be 
a reserve life index of approximately six- 
teen years and a deliverability life of over 
twelve years. The commission held that 
these deliverability figures, though mini- 
mum, would support the proposed expan- 
sion, considering Hope’s established posi- 
tion and its proven ability to attach new 
sources of supply. Hope was granted cer- 
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tification as it had already requested. 


Transportation Service Rates 


Texas Gas Transmission Corporation 
proposed to construct additional loop lines 
and supply lines and install additional 
compressor horsepower at existing sta- 
tions, increasing its design daily delivery 
capacity by 100,000 Mcf, all of which will 
be used to transport gas for Hope. The 
facilities will cost nearly $40 million. 

For this transportation service, Texas 
Gas would charge a gathering rate of 50 
cents demand and 1.7 cents commodity 
and a transportation rate of $2 demand 
and 7.4 cents commodity, based on a 6} 
per cent rate of return. The cost treatment 
of Texas Gas’ supply facilities to be con- 
structed in southern Louisiana was ques- 
tioned. It was urged by Hope, Texas Gas, 
and others that the costs incurred in con- 
nection with these facilities should be 
borne by Hope. The staff contended that 
they should be rolled in as a part of the 
costs of operating an integrated system. 
The commission ruled that they should be 
borne by Hope. However, if these supply 
facilities should at any time be used by 
Texas Gas to transport its own gas, then 
they would be required to be rolled in. 

It was also held that a single transpor- 
tation rate containing gathering costs 
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should be applied, with production costs 
classified 100 per cent to commodity. In 
calculating this rate, the rate of return 
would be limited to the previously estab- 
lished 6 per cent. Any increase in such 
return would have to await a full showing 
in a rate proceeding. Fifty per cent of in- 
come tax accruals were required to be off- 
set against working capital requirements. 


Cost Data Required 


Texas Eastern Transmission Corpora- 
tion proposed to construct new facilities 
costing somewhat over $2 million for the 
transportation of Hope gas. A part of the 
“Little Inch” pipeline, lying between 
Lebanon, Ohio, and Moundsville, West 
Virginia, would be reactivated. Proposed 
compressor facilities in excess of those 
necessary to provide additional capacity of 
100,000 Mcf per day were disapproved. 

Also disapproved was a rate of 44 cents 
per Mcf which Texas Eastern proposed to 
charge Hope for transporting gas. The 
study on which this rate was based had no 
relationship, in the commission’s view, to 
the cost of the transportation service. As 
a condition to a certificate the commission 
required that a satisfactory rate schedule 
be filed, supported by cost data including 
a system-wide cost of service with proper 
allocations between the various services 
rendered by Texas Eastern. 


Producer Prices Approved 
Hope will produce about 4 per cent of 


the gas for its project and the rest will be 
purchased from twenty-one independent 
producers which sought authority to sell 
gas to Hope from fields in southern 
Louisiana and adjacent offshore areas. 
Contracts provided for initial prices of 21 
to 21.5 cents per Mcf, exclusive of the re- 
imbursement tax. The commission found 
that these prices were required by the pub- 
lic convenience and necessity. It found that 
they were the same as, or lower than, 
other certificated sales in the production 
area. No price condition, though urged by 
the staff and the New York commission, 
was therefore warranted. 

The contracts called for periodic in- 
creases of one cent every four years and 
for price redeterminations after eight 
years in some cases and after twelve years 
in others. They contained no favored- 
nation clauses. These prices will not result 
in immediate increases in Hope’s prices, 
nor will they adversely affect other pur- 
chasers in southern Louisiana. No 
favored-nation clauses will be triggered by 
the contracts. 

The commission discussed the Supreme 
Court’s decision in the CATCO case (29 
PUR3d 70) and found nothing there at 
odds with the producer prices proposed in 
the instant proceeding. Certificates were, 
accordingly, granted to the producers, al- 
lowing the proposed initial prices. Re 
Texas Gas Transmission Corp. et al. Opin- 
ion No. 327, Docket Nos. G-17335 et al. 
August 10, 1959. 


Transwestern Pipeline Certificated and Producer 
Prices Conditioned to “Hold the Line” 


y= the Federal Power Commission 
approved a proposal by Transwest- 
ern Pipeline Company to transport natural 
gas from the Texas area to California, it 
found it necessary to attach conditions 
both to pipeline rates and to producer 


prices involved in the project. The project 
will be supplied from the Panhandle- 
Hugoton area of Texas and Oklahoma 
and the Permian basin area of Texas and 
New Mexico. At the California-Arizona 
border near Topock, Arizona, Transwest- 
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ern will deliver 300,000 Mcf of gas per 
day to Pacific Lighting Gas Supply Com- 
pany for resale in southern California. 
Fifteen producers filed applications in con- 
nection with Transwestern’s project. 


Overdesign Urged in Rate Issue 


Transwestern’s proposed rates were de- 
signed on the basis of the Seaboard (94 
PUR NS 235) method of cost classifica- 
tion and provide for a daily demand charge 
of 13 cents per Mcf and a commodity 
charge of 32 cents. The California com- 
mission, an intervener, contended that the 
proposed pipeline was overdesigned and 
objected to such overdesign being reflected 
in the form of rate. The intervener urged 
the assignment of 20 per cent to demand 
and 80 per cent to commodity. 

The estimated delivery, as the pipeline 
is proposed to be constructed, is 300,000 
Mcf per day on an average basis or 350,- 
000 Mcf per day on a peak-day basis. It 
appeared, however, that 640,000 Mcf per 
day deliverability could be attained when 
the system is fully powered, with only 
nominal additions to the investment. 

The commission observed that the mere 
fact that a pipeline may have inexpensive 
expansibility is not of itself adequate 
justification to depart from the Seaboard 
method. However, Transwestern was re- 
quired to modify its rates. 


Minimum Bill and Supply Cost 


The pipeline proposed a very high mini- 
mum bill with respect to the commodity 
charge, amounting to 100 per cent annual 
use of the contract demand of 300,000 
Mcf per day. This bill was in addition to 
the monthly minimum bill of the demand 
charge. During the first year of operation 
the customer will take only 280,000 Mcf 
per day, or 934 per cent annual use of 
the contract demand, paying for gas it does 
not receive. 
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Such a high minimum bill for normal 
firm service is unknown in the natural gas 
industry, the commission observed. To 
permit it would give Transwestern all the 
protection of a cost-of-service tariff with- 
out giving to the public such benefits of 
the cost tariff as declining rate base or 
possible lower rate of return. This high 
minimum bill provision was required to 
be eliminated, although, to make Trans- 
western whole, the commission authorized 
the commodity component to be raised to 
reflect the lesser volumes actually sold as 
compared with the annual contract quan- 
tity. 

Apparently the high minimum bill was 
at least in part the result of take-or-pay 
provisions in the pipeline’s gas purchase 
contracts. These volumes aggregate 350,- 
000 Mcf while Transwestern’s require- 
ment for several years will be less than 
308,000 Mcf. The supply take-or-pay was 
required to be brought into balance with 
Transwestern’s sales to Pacific Lighting. 


Deliverability Life Adequate 


Considering the reserves committed to 
Transwestern under the contracts which 
are a part of these proceedings, a mini- 
mum deliverability of 308,000 Mcf per day 
for thirteen years was shown. The staff 
objected to this deliverability life as in- 
adequate for a major new pipeline system 
such as Transwestern. The commission 
found it adequate, however, noting that 
the company’s reserves would probably be 
steadily increased, particularly in view of 
the fact that its laterals and attached sup- 
ply and gathering lines traverse and inte- 
grate the major portion of the producing 
areas of the Panhandle-Hugoton and 
West Texas-Permian basin areas. 


Producer Prices Conditioned 


Contracts for gas from the West Texas- 
Permian basin provided for wellhead 
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sales at initial prices of 12 cents, 16 cents, 
19.5 cents, and 21.8 cents per Mcf, and 
for plant gas sales at initial prices of 18 
cents and 21.8 cents. They were for 20- 
year terms and, except for the plant con- 
tracts, provided for a one-cent per Mcf 
escalation each four years. The 21.8-cent 
gas was fixed for ten years, escalating to 
27.2 cents for the remaining ten years. 
The 18-cent gas was fixed for the first ten 
years, thereafter escalating to 20 cents. 
All of these prices included the prevailing 
state taxes. 

In the Panhandle-Hugoton area, all but 
two of the contracts were for wellhead 
sales and provided for an initial price of 
23 cents. These contracts were for 20-year 
terms. The 23-cent price was fixed for the 
first ten years, escalating to 26 cents for 
the remaining ten years. Besides these well- 
head contracts, Transwestern had a con- 
tract for plant gas at the same price and 
for the same term, and a contract with 


Cities Service Gas Company for delivery 
of gas for the latter pipeline on an in- 
terruptible basis at a straight 21 cents per 


~ 


Mcf for a five-year term. The producers 
would pay the severance taxes. 

The commission found that the pro- 
posed producer prices would establish new 
high-price plateaus in these two producing 
areas. Referring to the CATCO decision, 
it determined to impose price conditions 
designed to “hold the line.” Prices under 
most of these various contracts were con- 
ditioned at prevailing levels between 16 
and 18 cents for pipeline quality gas. 

Commissioner Hussey dissented to the 
price conditions in the producer cer- 
tificates “because of my firm belief that a 
policy of price differential predicated upon 
depth ranges would be beneficial in en- 
couraging the search for and development 
of new gas reserves, without disrupting 
the established price of gas produced from 
shallower gas reserves, and, because I feel 
that the producer prices prescribed in the 
majority opinion are not sufficient to pro- 
vide the incentive for such deeper develop- 
ment.” Re Transwestern Pipeline Co. 
Opinion No. 328, Docket Nos. G-14871 et 
al. August 10, 1959. 


FPC Not Bound by Time Limitations in Natural Gas 
Producer Certificate Applications 


HE U. S. court of appeals affirmed a 
Federal Power Commission order 
granting a natural gas producer certificate 
without a time limitation. The producer, 
Sunray Mid-Continent Oil Company, had 
contracted with United Gas Pipe Line 
Company to sell natural gas to the latter 
company over a 20-year period. In apply- 
ing to the commission for a certificate the 
producer had asked that the certificate be 
co-extensive with the term of the contract. 
Sunray argued that the commission 
lacked authority to issue a certificate re- 
quiring the sale of larger quantities of gas 
over a longer period of time than required 
under the contract without any evidence 


and a finding that public convenience and 
necessity so required. It claimed that the 
commission’s refusal to impose such a time 
limitation amounted to a rewriting of the 
contract. The court rejected these argu- 
ments, basing its action on a former de- 
cision (17 PUR3d 188) involving sub- 
stantially identical facts. 

In the earlier proceeding, the court had 
held that while the commission has au- 
thority under § 7(c) and (e) to issue cer- 
tificates of limited duration under proper 
circumstances, it is not bound by the time 
limitations contained in the applications. 
In that case there had been no showing 
that such conditioning circumstances ex- 
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isted. In the present case, there was a hear- 
ing which afforded an opportunity to show 
that circumstances warranted the issuance 
of a limited certificate, but no showing was 
made. 


Control over Service Abandonment 


The court said the real issue in this case 
was whether a natural gas company might 
provide for the cessation of its service on 
a specified future date simply by contract- 
ing to sell gas only until that date. The 
court pointed out that in order to contend 
thusly it would have to be argued that the 
commission is bound by the limitations 
contained in applications and that it can 
grant certificates only in conformity with 
the petitions. The court said that if this 
interpretation of § 7(e). of the Natural 
Gas Act were correct, the purpose of the 
act would be defeated. The companies 
could practically dictate the terms and con- 
ditions of each certificate issued by the 
commission. Applicants have no such 
rights, according to the court. 

A natural gas company, once having 
entered a field of business affected with 
the public interest, must submit to those 
regulations which Congress deems neces- 
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sary to protect the public. The court noted 
that the primary purpose of the Natural 
Gas Act is to provide comprehensive regu- 
lation of wholesale distribution to public 
service companies of natural gas moving 
interstate. It said that if the commission 
is to have the power to protect the public 
against the exploitation of natural re- 
sources within the scope of the act, at the 
hands of natural gas companies, it can 
only do so by controlling not only the 
initiation of transportation in interstate 
commerce, but also by controlling the 
cessation of such service. 

The court said that no single factor in 
the commission’s duty to protect the pub- 
lic could be more important to the public 
than the continuity of service furnished. 
It concluded by saying that the commis- 
sion’s powers to order a natural gas com- 
pany to extend its facilities to establish 
physical connections and to sell to persons 
engaged in distribution to the public 
would be useless if the companies could 
set, at the initiation of their public service, 
the date at which they would withdraw, 
abandon, or cease their service. Sunray 
Mid-Continent Oil Co. v. Federal Power 
Commission, 267 F2d 471. 


Pipeline Company Recovers Amount Deducted by 
Gas Company for Alleged Deficiencies 


HE U. S. district court, on remand, 

has held that Panhandle Eastern 
Pipe Line Company should be allowed to 
recover an amount deducted by Michigan 
Consolidated Gas Company, which had 
alleged that Panhandle failed to deliver 
the amount stipulated in the contract be- 
tween the two companies, and had, there- 
fore, rendered itself liable for damages 
for the deficiencies. The court held that 
Panhandle had met its burden of showing 
that it had actually delivered the quantity 
of gas required by a Federal Power Com- 
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mission order rationing deliveries among 
the pipeline company’s customers during 
the 101-day shortage in 1948. 

The case turned upon the question of 
whether Panhandle had complied with the 
commission’s curtailment order, based 
upon a determination of the capacity of 
the compressor station serving Con- 
solidated during the 101-day period. The 
court recognized that many factors affect 
the capacity of a pipeline in a compressor 
station, factors like the flowing tempera- 
ture of the gas transported, its specific 
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gravity, and supercompressibility. To give 
validity to any pipeline capacity study, the 
court said, it is necessary to compute a 
factor to adjust the theoretical computa- 
tion of the flow formula to reflect the ac- 
tual conditions during the period under 
study. Consolidated’s study had reflected 
the adjustment by computing a rolled-in 
factor. Panhandle, on the other hand, had 
computed a composite factor based on 


selected days within the curtailment 
period. 

The court found that Consolidated’s 
calculation was too circular to be valid, 
and that the composite factors of Pan- 
handle more accurately summarized the 
adjustment required to reflect actual con- 
ditions during the curtailment period. Pan- 
handle Eastern Pipe Line Co. v. Michigan 
Consol. Gas Co. 173 F Supp 738. 


Right of Pipeline Company to File Contract 
Rate Changes Upheld 


—— NORTHWEST PIPELINE Cor- 
PORATION had a right to file, and the 
commission a right to accept, rate in- 
creases, both for sales for resale for in- 
dustrial use and for other sales for resale, 
the Federal Power Commission ruled, 
after denying a motion by Pacific Natural 
Gas Company, an intervening customer, 
to reject the pipeline’s rate filings. The 
basis of Pacific Natural’s motion was a 
contention that its contract with Pacific 
Northwest did not permit a change in the 
contract rate without customer concur- 
rence and that such concurrence had not 
been given. 

The commission found, however, that 
Pacific Northwest had expressly reserved 
in its service agreements a “complete and 
unequivocal” right to make unilateral rate 
changes in accordance with § 4 of the 
Natural Gas Act, subject to the buyer’s 
right to protest. 


Pacific Natural argued that the rates 
may be changed in conformance with the 
Natural Gas Act procedures only after 
notice and hearing and a determination as 
to the reasonableness of the changed rates. 
Toso hold, said the commission, would de- 
stroy the effectiveness of §§ 4 (d) and 4 
(e) and require all changed rate filing pro- 
ceedings to be processed under § 5 (a) of 
the act. Pacific Natural further objected 
to the acceptance for filing of increased 
rates for gas for resale for industrial use 
only, since such increased rates are not 
subject to suspension by the commission. 
This position was also rejected. Except for 
the lack of power to suspend such rates, 
they are governed by the same require- 
ments, and the pipeline has the same right 
to file them as it has to file rates for other 
sales for resale, the commission pointed 
out. Re Pacific Northwest Pipeline Corp. 
Docket No. G-13202, July 23, 1959. 


Tax Incentives Figure in Pipeline’s Return on 
Well Mouth Properties; Refunds Ordered 


QO’ a rate increase of somewhat more 
than $18 million per annum filed by 
El Paso Natural Gas Company in late 
1954, the Federal Power Commission 
has allowed about $14.5 million. Excess 


amounts collected under bond since April 
15, 1955, must be refunded on the basis 
of rates determined for the period between 
April 15, 1955, and December 31, 1957. 
On the latter date new rate filings were 
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put into effect by El Paso Natural. 


Federal Income Taxes 


El Paso was permitted to include in its 
cost of service taxes calculated on the basis 
of straight-line depreciation, while actual- 
ly paving a tax on the basis of liberalized 
depreciation. The tax saving will be 
credited to a reserve for deferred taxes to 
be paid in later years but will be available 
in the meantime to encourage construc- 
tion. 

In computing its tax allowance for rate- 
making purposes, the company eliminated 
intangible costs and percentage of income 
depletion claimed for tax purposes on gas 
in the test year. The percentage of income 
depletion privilege, which is designed to 
encourage exploration and development of 
oil and gas properties, arises from § 613 
of the Internal Revenue Code as an alter- 
native to the reasonable allowance stand- 
ard of § 611, which usually means cost 
depletion. Congress intended to grant to 
the producers and not the consumers the 
advantages of percentage of income de- 
pletion. Unlike liberalized depreciation, 
there is no postponement of taxes, but an 
outright tax saving. 

Section 263 (c) grants a producer an 
option to deduct as an expense intangible 
well-drilling costs. Again, Congress in- 
tended to encourage exploration and pro- 
duction. To the extent the taxpayer em- 
ploys percentage of income depletion with 
respect to the output of some particular 
well, said the commission, it is able to ob- 
tain a deduction for depletion undimin- 
ished by the fact that it has in past years 
deducted its intangible well-drilling costs 
as an expense. It thus obtains a tax saving. 


Rate Base 


The presiding examiner included in the 
rate base an amount representing loans 
and advances for gas purchase contracts, 
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made for the purpose of developing prop- 
erties. The commission agreed that these 
were proper items for inclusion, noting 
that they represent an investment for a 
necessary utility purpose in view of the 
ever serious problem of obtaining new re- 
serves of gas. 

Working capital was determined on the 
basis of one-eighth of annual operating 
expenses (exclusive of purchased gas 
costs), representing a 45-day lag of reve- 
nues over expenses. Average materials and 
supplies and prepayments were allowed. 
The sum of these amounts was offset by 
65 per cent of the actual income tax, after 
taking into account accelerated amortiza- 
tion, liberalized depreciation, percentage 
of income depletion, and intangibles. 
These tax privileges, the commission 
pointed out, should inure to the benefit of 
El Paso. They do not belong to the con- 
sumers and, therefore, should not be off- 
set against the working capital require- 
ment. 


Rate of Return Unchanged 


An overall rate of return of 6 per cent 
was allowed in the 1954 El Paso rate pro- 
ceeding. Offering no evidence of rate of 
return, the parties here adopted 6 per cent 
as fair and reasonable, and the commis- 
sion saw no reason to depart from this 
figure. The commission applied this per- 
centage, however, to El Paso’s properties 
beyond the well mouth. Well mouth prop- 
erties, it was pointed out, must be treated 
differently since Congress intended to give 
gas producers the benefits of the special 
tax incentives relating to intangibles and 
percentage of income depletion. Such 
benefits, said the commission, represent 
contributions by the customers, may be 
properly considered as return, and, there- 
fore, should be taken into consideration in 
determining an allowable return and rate 
of return. 
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Applying these benefits to that portion 
of El Paso’s rate base represented by the 
well mouth properties, the commission 
found that it resulted in a rate of return 
of 8.61 per cent. Allowing a 6 per cent 
rate of return on the company’s other 
properties would afford El Paso, accord- 
ing to the commission, an overall rate of 
return of 6.35 per cent on its entire rate 
base. 

Commissioner Hussey, dissenting in 
part, noted that the majority opinion 
would grant El Paso a return on produc- 
ing properties roughly equivalent to the 
tax savings obtained by expensing in- 
tangible well-drilling costs. He pointed out 
that the tax incentives designed to com- 
pensate for the inordinate risk in the gas- 
producing business are intended as addi- 
tional return over and above a normal re- 
turn. “No one,” he declared, “goes into 
business merely to accomplish a tax sav- 


” 


ing. 
Allocation Questions 


FE] Paso constitutes an integrated sys- 
tem, obtaining supplies in the San Juan 
and Permian basirfs and delivering gas to 
customers in Texas, New Mexico, 
Arizona, and California. The commission 
agreed with the presiding examiner that 
the system-wide method of allocation of 
costs was appropriate in this proceeding. 
The system would be treated as a unit, al- 
locating costs irrespective of the source 
of gas and irrespective of the distance 
traveled. 

The factor 


of distance, however, 


e 


would be given effect in the rate design, 
with rate differences for various zones. 

The commission approved the classifica- 
tion of all production and gathering ex- 
pense to commodity. Fixed transmission 
costs, including depreciation and amortiza- 
tion, taxes, and return, were classified 50 
per cent to commodity and 50 per cent to 
demand. Storage and distribution costs 
were assigned generally on the same basis. 

The presiding examiner selected two 
peak periods for allocating demand costs. 
one period for the Texas, New Mexico, 
and Arizona customers, and the other for 
California customers. The staff urged the 
use of a coincident maximum peak which 
occurred on February 8, 9, and 10, 1956. 
To select a peak day for one group of cus- 
tomers and another peak day for another 
group of customers is arbitrarily artificial 
and perhaps discriminatory, said the com- 
mission. To fairly allocate costs among 
various groups of customers taking at 
various load factors and under various 
conditions, it is essential to choose a 
maximum coincidental peak and apply it 
to all customers. 

The rate design essentially followed 
that of the 1954 rate proceeding, with uni- 
form increases to make up deficiencies be- 
low allocated cost. Two different sets of 
rates were provided for the California cus- 
tomers, the second set taking into con- 
sideration substantial changes in volumes 
of gas taken by these customers beginning 
about January 1, 1956. Re El Paso Nat. 
Gas Co. Opinion No. 326, Docket No. G- 
4767, August 10, 1959. 


Intercorporate Transaction Frowned Upon by 
Commission 


b te California commission, in an or- 
der authorizing a water company to 
increase its rates so as to produce a re- 
turn of 6.5 per cent on the net investment 
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rate base, put the company on notice that 
it frowned upon the repurchasing of main 
extension contracts from the company’s 
parent. Although no adjustment to the rate 
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base was made in the proceeding to give 
effect to repurchasing from the parent 
company of the extension contracts origi- 
nating with the utility, because the effect 
on the ratepayers of the district involved 
was negligible, the commission noted that 
such transactions result in a profit to the 
absentee parent company which the sub- 
sidiary company had capitalized. Such a 
repurchasing arrangement by affiliated 
companies, said the commission, can have a 


e 


tremendous effect on the net revenue and, 
although the adjustment in the present case 
was negligible, it could not be overlooked. 
Therefore, it was deemed advisable to 
place the subsidiary on notice that such 
type of associated company transaction 
constitutes improper use of an affiliate to 
the ultimate detriment of the ratepayer. 
Re Citizens Utilities Co. of California, De- 
cision No. 58851, Application No. 40665, 
August 4, 1959. 


Mandamus Not Proper 


oe U. S. court of appeals held that 
the extraordinary cause on which a 
writ of mandamus should be issued had 
not been shown in a case involving a pipe- 
line company’s motion for a change of 
venue, which had been denied by the dis- 
trict court. The original action had been 
instituted by a Michigan gas company 
against a pipeline company for damages 
based on the pipeline company’s refusal 
to sell gas to the plaintiff. The court of 
appeals held that the affidavits and ex- 
hibits did not show a clear abuse of dis- 
cretion or a usurpation of judicial power 


& 


in the district court’s order denying the 
motion for a change of venue. 

The pipeline company had alleged that it 
would not be able to obtain a fair trial be- 
fore an impartial and unbiased jury in 
Michigan because of adverse newspaper 
publicity. It had also maintained that a 
change of venue would be more convenient 
to witnesses. Such contentions were not 
enough to warrant the extraordinary writ, 
said the court, or to bypass the statutory 
procedure for appealing from a court de- 
termination. Panhandle Eastern Pipe Line 
Co. v. Thornton, 267 F2d 459. 


Commission Refuses to Change Telephone 
Exchange Boundaries 


HE Missouri commission denied a pe- 

tition requesting it to modify the ex- 
isting boundary lines designating the ex- 
change areas of two telephone companies 
so as to include the petitioners within the 
exchange of one of the companies. The 
commission referred to its long-standing 
policy that telephone companies should 
have secure and definite exchange bound- 
aries in order to assist them in their fi- 
nancial and engineering planning to pro- 
vide the best service under the most 
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economical conditions that are possible. 

The necessity for the payment of toll or 
long-distance charges for service, said the 
commission, or avoidance of the payment 
of the same, does not constitute any suf- 
ficient basis or compelling reason for 
changing or altering exchange boundaries. 
The boundaries of the two companies had 
been set duly and lawfully with the ap- 
proval and sanction of the commission. 
Bartz et al. v. Kingdom Teleph. Co. et al. 
Case No. 14,157, August 12, 1959. 
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Customers’ Expenses Imposed on Gas Company 
When Service Discontinued 


HE Wisconsin commission authorized 

a gas company to discontinue service 
in a municipality. The company had intro- 
duced evidence of continued operations at 
a loss, declining demand for service, and 
availability of alternate sources of serv- 
ice. 

The commission found that the re- 
quested abandonment was consistent with 
the public interest, but imposed certain 
conditions in the order. 

Customers who would elect to change 
to bottled gas, ordered the commission, 
should be paid by the company for the cost 
of converting utilization equipment and 


installing bottled gas piping. Customers 
who choose to change to electric utiliza- 
tion equipment should be paid for the en- 
largement of and new wiring, installation 
of the equipment, and the remaining value 
of the utilization equipment. The com- 
pany was directed to remove all meters 
and utility-owned equipment on the cus- 
tomer’s premises and to remove the service 
pipe or cap at the building wall. The com- 
pany was also directed to purge or other- 
wise remove all gas from the mains which 
were to be abandoned. Re Lake Superior 
Dist. Power Co. 2-U-5216, August 25, 
1959. 


Substitution of Natural for Liquefied Petroleum 
Gas Authorized 


HE Wisconsin commission authorized 

a gas company to substitute natural 
gas for liquefied petroleum air gas. The 
company was also authorized to expend 
money to convert*customers’ utilization 
equipment, reconstruct the existing dis- 
tribution system, and add facilities to take 
care of an estimated increase in the de- 
mand for gas. 


The evidence showed that the substi- 
tution would not substantially impair the 
efficiency of the service, would not pro- 
vide facilities unreasonably in excess of 
probable future requirements, and would 
not add to the cost of service without 
proportionately increasing the value or 
available quantity. Re Northern States 
Power Co. CA-3767, August 25, 1959. 





Other Recent Rulings 


Supplier Increase Offset. The Missouri 
commission authorized a gas company to 
increase its rates so as to produce a return 
of 5.45 per cent on the fair value rate 
base in order to offset a supplier increase. 
Re Missouri Power & Light Co. Case No. 
14,171, August 18, 1959. 


Exculpatory Clause. The U. S. Su- 
preme Court held that an exculpatory 


clause in a water carrier’s tariff filed with 
the Interstate Commerce Commission was 
not void as a matter of law as violative 
of public policy. Southwestern Sugar & 
Molasses Co., Inc. v. River Terminals 
Corp. 3 L ed 2d 1334. 


Utility Leases. The New Jersey com- 
mission held that a public utility need not 
obtain its permission to lease property 
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from others in the ordinary course of 
business since that is a matter within the 
province of management. Re Hillsbor- 
ough Water Co. et al. Docket No. 11369, 
August 11, 1959. 


Borrowing Rate for Telephone Equip- 
ment. The Alabama commission author- 
ized a small telephone company to borrow 
$115,000 from Stromberg-Carlson, main- 
ly for the purchase of equipment for dial 
operation, at 6 per cent interest, with a 
one per cent commitment fee per year on 
the unused portion of the loan. Re Valley 
Head Teleph. Co., Inc. Non-Docket 1789, 
August 5, 1959. 


Stock Sale Price to Parent. The North 
Carolina commission approved a proposed 
sale of common stock by a telephone com- 
pany to its parent corporation at a price of 
$21.75 per share where the over-the- 
counter bid price for the company’s com- 


mon was $23.50 per share and the book 
value of outstanding shares was $16.05 
per share. Re Central Teleph. Co. Docket 
P-10, Sub 108, August 5, 1959. 


ICC Jurisdiction. The U. S. court of 
appeals held that the issue of the intent 
and effect of a rate reduction claimed to 
have been taken pursuant to procedure 
set forth in an agreement approved by 
the ICC under the Interstate Commerce 
Act, must, in a case where such issue is 
the sole or dominant issue, first be re- 
ferred to the commission prior to a court 
determination of whether such rate re- 
duction violates the antitrust laws. Atlan- 
tic Coast Line R. Co. et al. v. Riss & Co., 
Inc. 267 F2d 657. 


Jurisdiction to Review. The U. S. court 
of appeals held that its extraordinary 


jurisdiction to review by the common-law 
writ of certiorari the interlocutory orders 
of the district court should be exercised 
only in very limited and unusual circum- 
stances. Atlantic Coast Line R. Co. et al. 
v. Riss & Co., Inc. 267 F2d 659. 


Hearing Required. The U. S. district 
court held that an Interstate Commerce 
Commission order vacating a previous 
rate stispension on a specific commodity 
was invalid where it had been entered 
without an opportunity for protesting 
parties to be heard. Atlantic Coast Line 
R. Co. et al. v. United States et al. 173 
F Supp 871. 


Confession of Error. The Indiana ap- 
pellate court held that the neglect of an 
appellee to file a brief controverting the 
errors complained of by an appellant may 
be deemed to be a confession of such error, 
or errors, and the judgment may, accord- 
ingly, be reversed and the cause remanded 
without prejudice to either party. Re 
Chicago, M., St. P. & P. R. Co. 159 
NE2d 288. 


Transit Rate Increase. In authorizing 
a transit rate increase, the Louisiana com- 
mission held that the resulting operating 
ratio of 91.34 per cent would not yield 
excessive profits. Ex Parte Westside 
Transit Lines, Inc. Docket No. 7891, 
Order No. 7886, August 4, 1959. 


Sewer Plant Return. The Wisconsin 
commission considered reasonable a re- 
turn of 5 per cent on a municipal sewer 
plant’s rate base comprised of the cost of 
the system, less contributions in aid of 
construction, plus working capital. Re 
Village of Sharon, CA-3757, August 21, 
1959. 
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In response to requests for statements as to the 
, present and future programs of their respective 
= companies, an impressive total of executives and 
is other officers of natural gas utility organizations all 
y over the United States have participated in the 
d following impressive collection of thoughtful and 
4 optimistic messages. 
é 
3 

Francis X. WeEtcH, Editor 

HE dynamic growth which has 
; characterized the expansion of 
c atural gas industry since the end 
y ‘orld War II, is clearly going to 
‘ h new heights of production and 
i during the current year of opera- 
| Noting the theme of the 41st 
tal convention of the American 
? Association—being held this year 
) hicago, October 5-7—“‘New Hori- 


” 


for Growth and Service,” this 
or decided to tap a vein’of ma- 
| for publication which was very 
luctive for our special gas con- 
ion issue a year ago. To get a line 
hat the top leadership of the gas 
panies is thinking about, what is 
g done and planned during this 
tant period of expansion (to say 
ing of inflation), letters were 
ten to the various company ex- 
ives. They were asked to con- 
te \iews and comments about 
own companies’ operations, in a 
d format. Among items suggested 
P present and future construction. 
ts t» balance supply and demand 
plans, if any, for developing a 
rr relationship between heating 
an! the firm supply. This, of 





[ERiCAN NATURAL GAS COMPANY 

sysiem has had to cope with 
endous seasonal fluctuations in 
during the last decade in its ef- 
to satisfy the great public demand 








1e Unlimited Horizons 
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Familiar gas well "Christmas tree" getting a pressure 





course, would include discussions of 
any plans pending or in prospect for 
local storage or seasonal load promo- 
tion. In short, we wanted to find out 
about any programs either in the 
works or in the planning stage which 
these top men in the operating field 
might want to tell us about for pub- 
lication. The response was spontane- 
ous and thought-provoking. 

These officials appeared, for the 
most part, not only willing but eager 
to discuss the operations showing a 
clear zest for meeting the challenge 
for serving America’s 31,800,000 gas 
customers better and in a more varied 
manner than ever before. Of course, 
all of our executive and other officer 
correspondents did not take the same 
line. There were those who were in- 
clined to dwell on successful opera- 
tion completed or difficulties well in 
hand. There were others more con- 
cerned with current problems and 
what is being done to meet present 
customer demands and there were 
those who obviously looked to the fu- 
ture enthusiastically either in terms of 
a specific proposal or broad overall 
expectation. And there were a number 


American Natural Gas Company 


New York, New York 
Rarteu T. McELvenny, President 


for gas heating. In the last five vears 
approximately 410,000 heating cus- 
tomers have been added to the system’s 
load, including 343,000 by the sys- 
tem’s two distributing companies and 


gauge check. An ever recurring scene typifying the for- 
ward march of miles of natural gas lines across the nation. 


Photo Courtesy Texas Eastern Transmission Corp. 


who covered a combination of these 
viewpoints—past, present and future. 

But if we add them all up, they re- 
flect a most impressive vote of con- 
fidence in the resourcefulness of the 
gas industry in meeting the varied and 
increasing demands for service. And 
so, this collection of communications 
from gas company presidents and 
other officers which follows may well 
be read as a tribute to an outstanding 
public service industry and the men 
who have the serious responsibility of 
seeing that it measures up to its own 
proud tradition. The collection also 
shows a resolution to keep the natural 
gas industry of America expanding 
by fulfilling all present obligations of 
public service and providing an ade- 
quate reserve for the future. The gas 
industry of the United States—even 
back in the days of manufactured sup- 
ply—has never been found wanting 
even under the most trying circum- 
stances of war and economic stress. 
That will be true in the future as these 
messages of industrial faith and pur- 
pose clearly indicate. The statements 
follow in alphabetical sequence ac- 
cording to company name: 






the balance by the nonaffiliated dis- 

tributing companies. The demand for 
heating gas continues unabated. 

The two distributing subsidiaries, 
(Continued on Page 28) 
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Michigan Consolidated Gas Company 
and Milwaukee Gas Light Company, 
have had to meet winter peak day 
sendouts which are seven to eight 


age. 

Since 1948 Michigan Consolidated 
has converted five nearly depleted 
Michigan gas fields to storage reser- 









Detroit and to Michigan Wisc 
in the southwest corner of Mich 
This gas can be routed to ¢t 
through the integrated system. 


broduc tic 
of 30 p 
gendout 


times greater than normal summer day voirs with a total working capacity of The system is so designed that! ! tt 

demands. about 110 billion cubic feet. The larg-_ tributing customers can also helpggptes«"t 

At the same time the two pipe line est field, Six Lakes, is used by Michi- ance their loads through the same ‘*P 

subsidiaries, Michigan Wisconsin gan Consolidated and the other four gas to industry on an interry Ue 

Pipe Line Company and American are leased and operated by Michigan basis. In the event of extreme bin 

Louisiana Pipe Line Company, have Wisconsin. weather or other emergency, the se 

had to operate at almost 100 per cent Michigan Consolidated has also ac-_ tributors can interrupt service to @vest "¢ 
capacity every day of the year to fulfill quired and is acquiring interests in customers to meet the neecis of 
annual obligations to their affiliates several other gas fields which can be users. Thus through storage an 
and other distributing customers. cenverted to storage when more gas_ terruptible sales, the maximum 
American Natural has solved most becomes available. ume of gas is sold to all consu 
of this load balancing problem through American Louisiana delivers gas di- and the domestic user is protectd 

the development of underground stor- rectly to Michigan Consolidated at his heating and other firm seryiq@fATU®Al 

Baltimore Gas and Electric Company wo 

Baltimore, Maryland , Engla 

J. THEoporE Wo tre, President year if 

Balance Between Gas Supply and Demand s, This 

ITH only minor exceptions, our Since our change-over to natural economic problem because of the Ap 

W company has always been able gas in 1950, our heating load has_ that we buy natural gas under affh.-y the 

to meet, without delay, the demands grown at a steady and substantial rate part demand and commodity rate ff. the ¢ 

of its customers for gas, and we ex- until it is now nine or ten times what have been coping with this prof. 61) 1 

pect to continue to meet them. For us, ‘it was before the change-over. While in two ways: abstotte 

therefore, the problem of balancing our pipeline supplier has been willing First, by “peak shaving.” By ave n 


supply and demand is an economic 
rather than a physical one. 





and able to meet our requirements, 
the growing heating load presents an 






former water gas manufacturing 
cilities were converted to high Bt 








in Des Moines 


100 


YEARS 


of Gas Service 












he two 


Exp 
. : which 
The year past has been a year of anniversaries at ; 
Ipalco. 100 years ago the original predecessor com- , transm 
pany began gas service in Des Moines. It also marked . tributic 
the 75th anniversary of the city’s first electric com- b . 
pany—also an Ipalco predecessor. 5 10e y- one-th 
As the Company enters its second century of owe Sek PRE DENT. ears- 
service, management dedicates itself to continued e oun Y : 
use of modern technology and business methods so : : : We ne 
as to maintain its unbroken record of over 50 years You’ve heard it said many times that “What the gas 
of continuous common stock dividends. The Company .. a character custom 


now serves over 167,000 electric and 87,000 gas cus- 


industry needs is a trade character’ . 





who can help in the highly competitive battle for the — 
consumer’s fuel dollar. Speedy Therm is the only gas ‘\ 
character who can’t possibly be mistaken for a drop 

of water, oil, puffed rice or anything else because he 

has G-A-S written all over his face. And Speedy 

brings you a monthly service featuring hundreds of 
drawings in a wide variety of poses. Hire Speedy j 
— now to help your company in the battle of vA 
uels. 


tomers in Central and Southwest Iowa . . . where a 
balanced agricultural and industrial economy pro- 
vides a strong basis for growth. 


A copy of our 1958 Annual Report is 
yours for the asking. 


IOWA POWER 
and Light Company 


823 Walnut St. 


For More Information, Write 


SPEEDY THERM SERVICE COMPANY! ‘ 


16 BAYCREST DRIVE © ROCHESTER 22, NEW YORK 


Des Moines, lowa 





PUBLIC UTILITIES FORTNIGHTLY—OCTOBER 5 





production and are still able to take 
of 30 per cent to 35 per cent of 
sndout on a “design day.” Our 
es 1adicate that it will be eco- 
cal in the near future to augment 
present “peak shaving” facilities 
we expect to do this by the de- 
merit Of some form of natural 
or propane storage. Whatever 
od i: selected, a substantial capi- 
nvest:nent will be involved. 


FATURAL gas became available in 
|New England in 1951-1953. 
¢ that time with new promotional 
sand intensified sales efforts the 
; England gas companies have 
year increased their annual load 
s. This load gain has come pri- 
ily from house heating. But unlike 
situation in some sections of the 
try the New England companies 
to the competitive situation must 
y sell house heating . . . they have 
estrictions on house heating and 
have no waiting lists. 

he two pipe lines supplying New 
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Second, by developing off-peak or 
seasonal load. The tariffs of our pipe- 
line supplier do not permit the sale 
of natural gas for large volume boiler 
fuel use, but we have been able dur- 
ing the past two or three years to de- 
velop a quite substantial amount of 
industrial processing load which is 
interrupted at any time between 
November 15 and March 15, when it 


Boston Gas Company 


Boston, Massachusetts 
E. H. Eacker, President 


England thus far have been able to 
supply the firm load volume desired 
by the distributing companies. Both 
of these lines have storage facilities 
within about five hundred miles of 
3oston, but the New England com- 
panies are not blessed with known 
geological formations in their own 
areas which would make it possible 
for them to develop their own under- 
ground storage facilities. According- 
ly, winter peak shaving service from 
the two pipe lines is of great interest 
to us. The before-mentioned storage 
facilities of the pipe line make feasible 


would otherwise involve an increase 
in our demand for natural gas or the 
operation of our peak shaving facili- 
ties. In common with many other gas 
utility companies, we are enthusias- 
tically undertaking the promotion of 
gas summer air conditioning; and 
while we are still in the early stages 
of this promotion, we are quite op- 
timistic as to its potential. 


such winter peak shaving service. Al- 
though we cannot develop our own 
underground storage we feel fortunate 
in having the pipe lines storage as 
near as it is. 

Our distance from the producing 
fields and pipe line storage fields to- 
gether with the severity of our winters 
calls for constant appraisal of peak 
shaving and standby possibilities. 

Research in the fields of storage and 
manufacturing processes are of great 
interest to us, for we look forward to 
many years of continuing load growth. 

(Continued on Page 30) 








We Have Added a Third More 
Gas Customers in 3 Short Years 


Montana, Canada, 
Wyoming Supply 
Needs for Fuel 


Expansion of our natural gas system, 
which includes nearly 1,300 miles of 
transmission line and 850 miles of dis- 
tribution mains, has enabled us to serve 
one-ihird more customers in the past three 
years—great growth for a great state. 
We now provide gas for about 60,000 


customers. 
PIPELINE CREWS 
conquer prairies and 


mountains in Montana 
to bring modern gas 
to users. 








, 





HE MONTANA POWER COMPANY 


NW lk Pod 
Serving a Growing State 1 ci 


Aid 
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| biel ape atmn Central Elec- 
tric & Gas Company’s high base 
load saturation and, the similarly high 
saturation of domestic, commercial 
and industrial space heating load in 
the moderately severe winter area of 
Nebraska and South Dakota, the com- 
pany has the same problems of sea- 
sonal gas sales fluctuation as are com- 
mon to practically all gas distributors 
having substantial space heating loads. 

Relief from the problems of short 


ewe problems involved in selling 
gas at a profit in the face of in- 
creasing costs and a competitive fuel 
market are the principal concern of 
northeastern distributors such as Cen- 
tral Hudson. 


The expansion of producer and pipe 





Central Electric & Gas Company ul space 
Lincoln, Nebraska oe 
Cot. L. D. Densmore, Vice President and General Manager i. ps 
seasonal gas sales fluctuations through While the results are not yeti hea!in 
use of gas operated comfort cooling stantially significant when comply area 
equipment has been sought by the com- to the overall potential, increasfife have 
pany since the first residential air more active effort is being changgof the 
conditioner was installed in 1947. In- into the company’s gas air conditional 
stallations of gas comfort and process ing program and program. plang§supp 1© 
cooling equipment since that time, with the ultimate goal of \ eryffincre:se 
along with important installations terial improvement in sumnier ger cet | 
scheduled to be made within the next nues in addition to an almost comppf wait 
year, will provide the equivalent of absence of plant additions norpgent. Uh 
approximately one ton of cooling for associated with new business jona! su 
every 16 meters. 
Central Hudson Gas & Electric Corporation 
Poughkeepsie, New York 
Ernest R. Acker, President 5 Cin 
uncertainties created by the Memphis prior to development of this seay “eh 
case is providing an ample present business. In the meantime a high “se oh 
supply of gas to distributors but the factor on our purchases of gas Oh é 
rates they must pay for it are steadily favorable commodity rate is mf, 4), i 
increasing. High construction and op- tained by its seasonal use as our : de 
erating costs at present wage and_ boiler fuel in generating electricit al 
price levels are likewise forcing up the The domestic customer, and Sat 
distributors’ fixed charges and local pecially the domestic househej al gas | 


line facilities following removal of the 


STOPPERS 





Since 1897 








ALL KINDS OF 
PIPE STOPPERS 
* 
INFLATABLE 
MECHANICAL 
EXPANDING 


SAFETY GAS MAIN 
STOPPER COMPANY 
INC. 


523 Atlantic Avenue 
Brooklyn 17, N. Y. 
Cable Address: Gastopper, N. Y. 






























operating expenses. 


; customer, remains the main sour 4 
The ample supply of competing 


revenue to support our business, 


fuels is holding down their price and though there is no price differ. peatiy 
encouraging vigorous selling by their favoring its choice in our terri ‘ciate 
dealers. customer preference for natural ny js | 

Under these conditions the north- as fuel for househeating and wl pucines 
eastern gas distributors must exercise heating is evidenced by its use iffy. usec 
close control of their costs and use most all the new residences foe |t 
effective selling effort to exploit every structed in our territory where a the 


profitable market for gas. 

At Central Hudson a careful sur- 
vey of our potential market for off- 
peak seasonal sales disclosed about two 
dozen prospective purchasers of whom 


available. We are taking advantag 
this preference to promote 
change-over to gas from other 
in existing houses along our m 
and to extend our service into re: 


t the c 
he can 
t the co 


three have been connected so far. This : hae aie 
has already raised our total summer @bly compact housing developn + ae 
sales more than a quarter and further being constructed by  specul said rer 
sales effort should double our summer builders who have the capacity ‘ a ‘ 
output to consumers over its amount resources to complete their proj omp any 
efforts 

Central Illinois Public Service Company 3, 

Spring field, Illinois ge 

J. R. Bropericx, Vice President * a 

SU a: !Va) 

Oper> ILL1Nois Pusiic Serv- for large commercial and indus ide 
ICE CoMPANY has been operating loads. Although our resideutial ss th:- in 
under a limitation order of the Illinois heating saturation is approxim mr 
Commerce Commission for approxi- 60 per cent, the waiting list of resifJand vea 
mately 13 years, under which attach- tial applications for space heatingitess. T| 
ment of space heating loads for resi- now larger than ever. We haves lin, 
dential purposes is made to a waiting permits for residential space hed iS 
list of applicants in chronological from time to time as additional ll 
order. We are not permitted under this _ plies of gas have become available. mh i 
limitation order to furnish firm space have augmented our gas prommwith litt 
heating loads for any customers other with the installation of propanqjompany 
than single dwelling residential estab- peak shaving plant which perm@™ble and 
lishments, nor can we furnish firm gas_ the issuance of some additional # departr 
S$ totne 
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Ll sp.ce heating permits. We also 
ned . small supply of pipe line 
1 1958 which temporarily elimi- 
ithe waiting list of residential 
hea'ing applicants for one small 
lv area. 
¢ have been expecting since the 
of te year to receive a supply 
Mitional gas from one of our pipe 
suppiers. This amount of gas 
incre.se Our peak day supply by 
er cert and will reduce the num- 
bf waiting applicants by over 50 
ent. There is also a chance of an 
ional supply of gas in 1960 from 


a new pipe line being constructed 
through our area. 

Because of the possibility of the 
pipe line companies furnishing all of 
our peak day requirements being so 
remote, we are now actively engaged 
in exploratory work for underground 
storage. Two favorable sites are now 
being studied and tested and if proved 
successful will go a long way in elimi- 
nating the residential space heating 
waiting lists by the next year or so. 
These facilities, if successful, will also 
permit us to begin accepting commer- 
cial and industrial space heating loads. 


The Cincinnati Gas & Electric Company 


Cincinnati, Ohio 
MILTON J. PreirFer, Vice President, Gas Department 


He Cincinnati Gas & Electric 
Company recently celebrated its 
‘B Anniversary as a natural gas dis- 
"Ring company, it connected its 

00th gas customer, and it com- 

d the construction of a 50,000 
i peak shaving plant including a 

dcavern for propane storage. 

e fact that Cincinnati has had 

al gas for 50 years has contrib- 

to a high degree of market 
‘S#ation for cooking, water heating, 

: heating and many industrial 

commercial applications. The 

bany is, however, still looking for 

‘@ business in all fields where gas 
be used to the customer’s ad- 
be. It does all it can to make it 
for the customer to get, pay for, 
Muse its service. A customer can 
for his gas service installation 
t the company’s time payment 
he can pay for the gas he uses 
r the company’s budget plan, he 
buy air conditioning equipment 
t the company’s “cool on time” 
and he can get around-the-clock 
ce on his gas appliances under 
any’s free service plan. But 

‘fforts to obtain and please its 

=, C. G. & E. Co. has been 

‘ery special attention to those 

ar uses of gas which serve to 
st a: lvantage and are easiest for 

ide and pay for. In general 

- includes, in order of pref- 
immer load, winter offpeak 
vear round high load factor 
The existing market for 
ling is approaching satura- 
<as heating is being specified 
ctically all new homes con- 
in its expanding gas service 

| little promotional effort on 
ompatiy’s part. This has made it 
ble and advantageous for the 
department to devote its major 

S to the securing of the preferred 


acity 
proj 


types of business previously men- 
tioned, The first choice in this cate- 
gory is summer load, and the greatest 
potential market for summer load is 
gas air conditioning. The company is 
actively promoting the sale of gas air 
conditioning equipment for residen- 
tial, commercial and industrial use. 
Other types of summer load the com- 
pany has been securing in substantial 
volume include asphalt paving plants, 
large volume water heating and 
process steam generation. Its most im- 
portant summer load from the stand- 
point of current volume is that ob- 
tained from about 30 large industrial 
and commercial customers under a 
summer offpeak rate. Most of these 
customers use larger volumes of gas 
during the summer months because of 
the comparatively low summer offpeak 
rate rather than because of seasonal 
variations in their fuel needs. When 
the offpeak season is over these firms 
automatically go on a higher winter 
offpeak rate under which they use gas 
throughout the winter subject to cur- 
tailment during periods of peak de- 
mand. 

The company is fortunate in being 
located in a section of the Ohio river 
valley that has developed into a high- 
ly diversified manufacturing area. 
The area is showing a very rapid in- 
dustrial, commercial and_ residential 
growth. This has necessitated an un- 
precedented construction budget for 
the extension and reinforcement of 
the gas system. With its expanding 
potential market the company will 
continue to look for new business in 
all fields and at the same time give 
special attention to those uses for gas 
which will keep its annual volume 
climbing at least as fast as its peak 
day demand. 

(Continued on Page 32) 


SAFE 


OPERATING 
PRACTICE 





Connecting gas services safely, 
without loss of gas has been a prime 
requisite to the great majority of gas 
utility management. The Mueller No- 
Blo®Method, now in wide use through- 
out the gas industry, has proven to 
be a simple safe procedure for making 
service connections, running laterals, 
making stop-offs and other jobs in a 
safe No-Blo manner, without escape 
of gas. 


A complete line of No-Blo fittings 





and drilling machines and line stopper 
units of varying sizes permits a gas 
utility company to perform its work 
in a safe manner. 


If you are unfamiliar with the 
Mueller No-Blo Method and its re- 
lated equipment, contact your local 
Mueller Representative. He will be 
happy to refer you to other com- 
panies who are taking advantage of 
Safe Operating Practice by using 
Mueller No-Blo machines and fittings. 


| 
MUELLER Co. 


4 RhER 
oy 


Factories at: Decatur, Chattanooga, Los Angeles; 
In Canada: Mueller, Limited, Sarnia, Ontario 








HE natural gas load in Con Edi- 

son’s territory has shown the 
steady and unspectacular growth 
characteristic of New York City. An- 
nual gas supply has been our princi- 
pal problem. The pipe lines serving 
the area have cooperated splendidly in 
obtaining adequate reserves. 

We could wish there were more 
conventional storage available in ex- 
hausted oil and gas fields but all fields 
which have been developed up to now 
are so far from New York that their 
economic advantages are marginal. As 
an alternative, our engineers are 
studying the feasibility of new storage 
techniques which could be used in our 
franchise area. 

The need for additional peaking 


gerne PoWER COMPANY, 
serving 500,000 gas customers in 
29 southern Michigan counties, looks 
forward to substantial increase in its 
gas supply. In recent years, gas use 
has been outdistancing supply in the 
Consumers service area, with the re- 
sult that the company has a large back- 
log of unfilled applications for gas 
space heating service. 

Under a contract with Trunkline 
Gas Company, Consumers is sched- 
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Consolidated Edison Company of New York, Inc. 


New York, N. Y. 
CuHarces E. Este, President 


capacity is becoming acute. Not only 
must we provide for a substantial an- 
nual load growth but we are also con- 
fronted with the necessity of retiring 
our peak shaving plants, old water 
gas sets which were converted to high 
Btu oil-gas. The physical problems in- 
volved in manning and maintaining 
the plants are rapidly making their 
operation wholly impractical. The 
greatest deterrent to prompt retire- 
ment is the uncertainty of our future 
gas supply. Last winter temporary 
contracts made up nearly 30 per cent 
of our firm gas. 

Unfortunately, there seems to be 
little ground for optimism that the 
difficulties in obtaining additional gas 
supplies can be remedied soon, The 


Consumers Power Company 


Jackson, Michigan 
D. E. Karn, President 


uled to receive an additional 36.5 bil- 
lion cubic feet per year beginning in 
December 1959, with yearly increases 
bringing deliveries to 73 billion cubic 
feet per year after five years. It also 
stands to receive 13.3 billion cubic 
feet per year of additional deliveries 
from the Panhandle Eastern Pipe 
Line Company if Panhandle receives 
final authority to discontinue de- 
liveries to another customer. 

To facilitate the handling of gas 











JACKSON & MORELAND, INC. 
JACKSON & MORELAND INTERNATIONAL, INC. 


Engineers and Consultants 
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New York Public Service Com 
sion is striving to restrain ‘he 1 
price of gas in the field. It stited i; 
CATCO case, “Considerati in of 
impact of initial price is the sine 
non of any determination o° wh 
proposed sales of natural gis sh 
be certificated for the inter: tate ; 
ket. It is the ‘prime dete? nina 
This adds another to the cc mpl 
sues that the Federal Pov er 
mission niust solve before °xpa 
gas supplies can be obtaii ed j 
orderly way. It is to be fcared 
consumers, who badly wan’ gaz, 
soon complain about an inability t 
it rather than become concerned 
the price, which I think fo: the 
part they regard as being reason 
























































from Trunkline, Consumers is bi 
ing 141 miles of pipeline, exten 
from the Michigan-Indiana bord 
the Northville gas field near De 
and thence to a junction with 
pipelines of the company systemn 
of Pontiac. It has already comp 
an 85-mile pipeline from the Ove 
gas field near Holland, Michiga 
a system junction near Lansing. 
pressor stations are being builta 
Overisel and Northville fields. A 
sidiary of Consumers, Michigan 
Storage Company, now operates 
storage fields in the north central 
of the Lower Peninsula. 
Trunkline gas becomes avail 
Overisel will be converted to sto 

Negotiations looking toward tlt 
quisition of two other Michigan 
fields for eventual conversion to 
age fields are in progress. 

The additional gas now in sigh 
fers hope that Consumers will be 
to catch up with its unfilled § 
heating applications during the 
few years and at the same time} 
a sharp growth in_ business. 
necting of 30,000 space heating 
plicants is now in progress. This 
bring space heating saturat on to’ 
58 per cent of all gas customers 

During 1959 the company’s 
service area has been broac ened! 
clude the communities of Shefi 
Spring Arbor, Whitmore Lake 
Lathrup Village. 

(Continued on Page 34) 
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All Over Industrial Long Island 
G3 THE 

‘ 7) WELCOME 
NAT 


And every day iS 
industries are find- : OUT T 
: | 


ing it’s a friendly wel- 











ee 





come to new profit poten- 
tials. Individual plant sites, 
industrial parks, proximity to 
New York and world markets, res- 
ervoirs of manpower... they’re all 
regdy and waiting for new industry on 
industrial Long Island. And blanketing the 
Island from the Rockaways to Montauk Point 
is LILCO’s vast network of power lines and gas 





ff mains, supplying industry with the power to grow on. 
orl LCO Supplying plentiful, low-cost gas and electricity to 

A cba meet the requirements of industry and home alike 
= has always been the specialty of Long Island 


Forinformation about choice a ‘ . 
\assau and Suffolk County Lighting. Now, with new power plant capacity, 


olant sites, write: Industrial additional natural gas facilities and increased 
evelopment Division, Sales ‘ fe , , : 
Dept. 250 Old Country Road, electric distribution lines added during the 


messes ri aoe “ : past year, LILCO has made industry’s 
strictly confidential, o , 
ia. “Welcome” bigger than ever! 


LONG ISLAND 
LIGHTING COMPANY 




















A the time of conversion to straight 
natural gas on our system in 
1954 we had slightly less than 51,000 
gas customers, a house heating satura- 
tion of 10.1 per cent, and a system 
peak day of under 11 MMcf of equi- 
valent natural gas. Five years later 
we have attained a 27 per cent house 
heating saturation of our 57,400 gas 
customers and have supplied peak day 
requirements of 28.4 MMcf. 

This rate of growth in peak day 
requirement is expected to continue 
making it necessary for us to prepare 
for a maximum day in 1963 of about 
42 MMcf. Coupled with this growth 
in system demand which hinges on the 
future sale of space heating gas, we 
expect a steady growth in all classes of 


INCE the end of World War II, the 
Pittsburgh area has experienced 

a phenomenal growth in the number 
of heating customers and the associ- 
ated heating load. At the end of 1947, 
Equitable served some 65,000 space 
heating customers in the city of Pitts- 





Dependable 
Natural Gas 
Service for 
Home, Farm 


and Industry 








KANSAS-NEBRASKA 


Natural Gas Company Inc. 


Serving the Great Plains Area 
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Delaware Power & Light Company 


Wilmington, Delaware 
F. P. Hyer, President 


firm business and to continue to ac- 
quire the large volume seasonal sales 
necessary to the efficient development 
and economic utilization of our sys- 
tem. 

Our company has participated in all 
the gas storage developments under- 
taken by our supplier and expects to 
support and participate in such stor- 
age plans as may be available to us in 
the future. We believe that such stor- 
age projects by transmission pipelines 
are essential if market companies are 
to continue rapid expansion in the low 
load factor sales of gas for home heat- 
ing. 

Each year a portion of our system’s 
peak gas load has been produced 
through operation of high Btu oil gas 


Equitable Gas Company 
Pittsburgh, Pennsylvania 
DonaLp B. BrEEcHER, President 


Gas Supply and Demand Relationship 


burgh and surrounding Allegheny 
county, Pennsylvania. Its principal 
service area; this number has more 
than tripled during the past 12 years 
and now the use of gas for space heat- 
ing is widely accepted in our service 
area. Today, practically all new homes 
being built in this area are gas heated. 
This growth has, of course, benefited 
the company but it has also presented 
many and varied problems, one of the 
most important being the maintenance 
of a satisfactory gas supply and de- 
mand relationship. 

Equitable is in the favorable posi- 
tion of being able to approach its sup- 
ply and demand problem from several 
avenues due to its variety of sources 
of gas supply—namely, production 
from its own wells, purchases from 
independent producers in the Appa- 
lachian area, purchases from pipeline 
companies and the use of underground 
gas storage facilities. 

Company production is obtained 
from wells spread over a three-state 
area, Pennsylvania, West Virginia 
and Kentucky and this source has 
played a very important part in Equit- 
able’s operations, accounting for 
about 36 per cent of its total gas sup- 
ply in 1958. Equitable spends from 
2.5 to 3 million dollars per year in its 
well drilling program in order to main- 
tain a satisfactory production level. 
Volumes of gas purchased from in- 
dependent producers in the Appala- 



















and propane-air facilities. Such 
eration will continue and in orde 
minimize the impact of future denf-../ 
charges the hours use of our profil 
tion plant is expected to exp.nd, 

To improve the security of the 
tem against interruption of supply 
to assist in meeting the rising | 
loads in the future, considerat onis 
ing given to the constructior. of 
pressure storage within our ser 
area. Land for this facility ‘as } 
acquired and the necessary «dditf 
to our transmission system mide ti 
cilitate the development of this p 
ect. Construction will wait until 
accuracy of load forecasts has 
established and the economic time 
beginning the project determined 
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chian area represent about 14 per 
of total gas supply. 

Prior to 1947, Equitable obtai 
its entire gas supply from these 
palachian sources. Since that ti 
however, the company has entered 
to long-term gas purchase agreem 
with Tennessee Gas Transmis 
Company and Texas Fastern Tr 
mission Corporation. The volume 
gas purchased from these south 
sources in 1958 amounted to abou 
per cent of Equitable’s total gas $ 

ly. 

Since 1934 the company, one of 
pioneers in this field, has been exp: 
ing its underground gas storage 
cilities. At the beginning of the I! 
1948 heating season, Equitable 
about 9 billion cubic feet of ga 
underground storage which prov 
a maximum daily deliverability 
about 143 million cubic feet. By 
beginning of the 1959-1960 hea 
season Equitable expects to have 
proximately 33.5 billion cubic te 
gas in storage with an estimated 
mum daily deliverability of 5% 
lion cubic feet. Upon completion é 
fourteenth underground storage} 
the Rhodes storage pool, now 1 
development in West Virginia, 
company will have an estimated u" 
ground gas storage capacity 0! 
billion cubic feet. 

The importance of Equitable’ 
age operations can be demonstralt 
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fat hat during the 1958-1959 
ing s¢ son over 25 per cent of the 
winl:r requirements and about 
vr ce it of the peak day require- 
s wre supplied from under- 
nd si rage. 

is ye ir the company is installing 
frst «g of a new high pressure 


Wee ( AS SERVICE CoMPANY has 
deve sped and is enjoying ap- 
imately a 99 per cent househeat- 
tur: tion in its four-state service 
wit! some 560,000 total cus- 
. We utilize every reasonable 
able iaeans to promote the build- 
of base load through expanded 
of more gas appliances such as 
gerators, dryers, incinerators, and 
lights. In addition to intensified 
ler and dealer codperative pro- 
s we have a comprehensive pro- 
for merchandising, together with 
erating contractors, the several 
of gas air conditioning equip- 
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transmission line and additional com- 
pressor capacity. This project, pres- 
ently contemplated to include 683 
miles of a 16 and 20 inch high pressure 
transmission line and approximately 
20,000 Mcf additional compressor 
capacity, is expected to be completed 
by the fall of 1962 at a total cost of 


The Gas Service Company 


Kansas City, Missouri 
R. M. Power, President 


In our service area, and nationally, 
the electric industry has made inroads 
into the gas cooking load and to a 
lesser extent into the gas water heat- 
ing load. These electric gains may have 
been made by virtue of industry’s 
complacency caused by the false as- 
sumption that the customer’s primary 
desire is for fuel economy. 

The electric industry is now em- 
barking on an ambitious program to 
correct their load factor problem by 
intensively promoting electric heating. 
The degree of their success can also 
improve our load factor but at the 
expense of gas sales and revenues. 
Ours is strictly a distribution com- 


approximately $7,000,000. It will pro- 
vide Equitable with the additional 
transmission system capacity esti- 
mated to be necessary to fully utilize 
the gas from underground storage fa- 
cilities now existing and those pres- 
ently contemplated for future de- 
velopment. 


pany, and we know emphatically that 
distributors, locally or nationally, can- 
not successfully carry on the forth- 
coming battle with the electric indus- 
try alone. It is going to take the com- 
bined effort of each segment of the 
industry to combat this threat. While 
we, at Gas Service, are bending every 
effort towards building base and sum- 
mer loads, we also have started to pro- 
tect our winter heating load with pro- 
motional programs stressing again the 
advantages of economy, dependability, 
and modernity of gas for home heat- 
ing. 
(Continued on page 36) 








Arkansas Louisiana Gas Co. 


and wholly owned subsidiaries 


Arkla Air Conditioning Corporation 
Humphrey Gas Heating Division 


Arkansas Cement Corporation 


Gasilres 


Arkansas Louisiana Finance Corporation 


Reynolds Gas Regulator Company, Inc. 


Arkansas Louisiana Chemical Corporation 


Pitts & Bryant Co., Inc. 


Arkansas Industrial Pipeline Corporation 


Razorback Fiberglass Corp. 


SHREVEPORT, LOUISIANA & LITTLE ROCK, ARKANSAS 
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’ I ‘HE problem of upping load fac- 


tor for Greeley Gas Company (a 
relatively small utility serving ap- 
proximately 22,000 meter customers 
in five widely separated districts in 
Colorado and Kansas) has certain 
characteristics not shared by most 
large metropolitan utilities. 

At the present time, the company 
enjoys a very healthy competitive 
position. This is true, (1) because the 
natural gas we distribute in our five 
operating districts is purchased at 
reasonably low cost, and (2) because 
we benefit from a better-than-average 
price relationship between natural gas 
and other types of fuel marketed in 
these areas. 

We determined some time ago that 
the most efficient approach to selling 
more gas during the warm-weather 
months—and thereby “equalize” our 
larger volume of gas used for winter- 
time heating—is through sales of gas 
for year-round air conditioning and 
for interruptible loads. 

During the past year, Greeley Gas 
Company began an intensive cam- 
paign to promote and sell gas air 
conditioning equipment, merchandis- 
ing its “comfort features” through 
our New Business Department. This 
activity, along with consistent efforts 
to gain interruptible loads, has created 
substantial new revenues for the 
company. 

We feel that this type of additional 
load in no way increases our invest- 
ment in plant equipment yet it cer- 
tainly boosts the load factor during 
our low-peak months. Frankly, our 
installation sales of gas air condition- 
ing equipment have produced no profit 
whatsoever, and in some cases have 


LLINOIS POWER CoMPANY has con- 
tinued to contract for all the avail- 
able natural gas from each of the five 
pipeline companies which supply us. 
This amount of gas is still not suffi- 
cient to meet the demands of our cus- 
tomers for heating purposes. 
However, during the past year, we 
have made considerable progress to- 
ward the development of underground 
natural gas storage fields. 
We are investigating every under- 
ground storage possibility in all of the 
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Greeley Gas Company 


Denver, Colorado 
Lee E. ScHLESSMAN, Vice President 
What Greeley Gas Company Does 
To Better Its Load Factor 
actually resulted in small losses to the 
company. 

Still, we plan to pursue this policy 
over a two- or three-year period. At 
the end of this time, we will make 
the decision as to whether the com- 
pany should try to make a modest 
profit from this equipment—or 
whether these sales have increased 
our load factor sufficiently to justify 
continuing to sell at cost, or below 
cost. 

Here we might mention gas yard 
lights. Our sales of these popular lit- 
tle gas-users have proved a steady, if 
small, source of revenue as well as a 
year-round load-builder. 

Our most effective promotion—in 
terms of introducing en masse the 
various uses of gas to the public— 
has been through the medium of an 
“All Gas Home,” whereby Greeley 
Gas Company has arranged with a 
local contractor to construct a show 
house early in the summer months. 
In it are featured modern appliances 
and equipment exemplifying the eight 
basic residential applications of nat- 
ural gas. Arrangements are also 
made in conjunction with local furni- 
ture dealers, interior decorators and 
other suppliers of similar materials 
and services, thus adding to the at- 
tractiveness of the house itself, and 
to the desirability of the “new way of 
life” made possible in it because of 
natural gas. But Greeley Gas Com- 
pany is clearly the major sponsor, and 
our prime target is the gas air con- 
ditioning equipment market. 

Following a well-advertised “Open 
House Weekend,” the home remains 
open for further public inspection 
during the next 30 days. This ap- 


Illinois Power Company 


Decatur, Illinois 
ALLEN VAN Wyck, President 


territory we serve. We have been for- 
tunate to have found three possible 
storage areas in the southern portion 
of our territory. One of these, a 
former gas field, has already been 
placed in service this year. A second 
and larger field will be completed and 
placed in service in time for the 1959- 
1960 heating season. 

As a result of these two develop- 
ments, the total peak day supply from 
these two fields will increase our peak 
day capability 60 per cent over that 
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proach has been extremely suc 
in exposing, first-hand, see 
sand people to the most up- 
equipment. This past yea~ sj 
completion of the fourth 
sponsored “All Gas Hom’ 
tion in the Greeley district. 
to step up this kind of ac ‘iy 
ing the coming year and 
the promotion to the othe: 
tricts we serve. 

Another phase of Gr: 
Company’s load factor prig 
has proved helpful to a ve 
extent is the work of our distrig 
agers and salesmen with local 
tries, school boards and vario 
organizations. Our men hive 
excellent results from exy)lai 
such groups the advantages o 
verting old type heating equ 
and systems to an interruptible 
using oil or propane as standb 

By this direct method, Greek 
Company has been largely respj 
for the conversion of a unt 
several schools and two or thre 
ufacturers and processors in t 
few months alone. We have 
that personal contact by a q 
representative of our company 
only logical way to develop thi 
of load. 

It is true, we admit, that 
Gas Company has a long road 
in counteracting its terrific pe 
riods of gas sales. However, | 
coordinating our every effort | 
prove this situation. We have 
considerable progress, and | 
quite strongly that within the 
three to five years our joad 
position will be still more favo 
































































available from the pipeline co! 
flow in this area. ! 
A third natural gas sto-age i 
the same area is under develo 
If it proves successful, the tot 
ply from the three field: wil 
than double our presen pea 
capacity from the pipelin: supf 
this area. 
Illinois Power has mde te 
other portions of its territ ry4 
which holds promise of «eveld 
(Continued on pag: 38) 
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nd he horizon, stretching across and up half a America’s fastest growing region. This is the unceasing 


inen are today’s and tomorrow’s new highways underground movement that every hour of everyday 


comowe -the natural gas pipelines. This is energy on matches the westward migration of a nation. We are 


nov. More power for the homes and industry of _ proud to be a part of this dramatic story. 


ITH SRN CALIFORNIA GAS COMPANY i SOUTHERN COUNTIES GAS 


Interconnected for dependable service through Pacific Lighting System 
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is being drilled for tests in coopera- 
tion with two neighboring utilities. 
Results of these test drillings will not 
be available for some time. 

In addition to underground storage 
development, Illinois Power Company 
continues to maintain propane plants 
located at strategic points throughout 
the terriory, for peak shaving pur- 
poses. The capacity of these plants has 


been increased to about the maximum 
of both economic and operating limi- 
tations. 

Dual fuel gas heating service is 
available to any customer of IIlinois 
Power Company who will install 
standby equipment to burn a substi- 
tute fuel for heating whenever the 
outside temperature drops below 26°. 

We are also attempting to achieve 


a better balance between supply 
demand by establishing lower rate 
gas usage during the off-peak: se, 

Illinois Power spares no -ffo 
its attempts to supply more «as 
customers for heating purp ses, 


will continue to press for norefffAN’ 
from our suppliers as well as tq 


vestigate every possible unc :rgr 
storage facility. 


Iowa-Illinois Gas and Electric Company 


| pew peak day of Iowa-IIlinois Gas 
and Electric Company has grown 
from 56,494 Mcf in 1949 to an esti- 
mated 236,097 Mcf by the end of 
1959. During this period the number 
of residential space-heating customers 
increased from 17,511 to 85,852, rep- 
resenting a saturation of approximate- 
ly 86 per cent of potential. During 
1959, 7,500 residential heating cus- 
tomers and more than 400 commercial 
heating customers with inputs up to 
3,000 cfh will be connected. 

The substantial increase in space- 
heating sales has resulted in some de- 
crease in our annual load factor. In 
1958 the annual load factor on our 
flow purchases from our suppliers was 
91.5 per cent. Over the years we have 
actively promoted and developed in- 
terruptible and off-peak sales to in- 


CHARLES H. Wuirmore, President 
Davenport, Iowa 
dustrial and commercial customers 
and have used interruptible gas in our 
own electric generating stations in 
order to offset the low load-factor 
heating load. The development of 
underground storage facilities by one 
of our suppliers has been an important 
factor in our maintaining a high an- 
nual load factor. Approximately 28 
per cent of our peak-day requirements 
is supplied by underground storage 
and 6 per cent from propane air peak 
shaving facilities. We are at present 
‘investigating the possibility of suit- 
able storage formations being located 
within our service territory. 

In 1960 our suppliers through the 
expansion of their facilities expect to 
be able to provide us with sufficient 
supply to permit us to accept all heat- 


ing applicants, both reside ttial 
commercial, regardless of s':e. 

In order to maintain out high 
nual load factor we will cc atiny 
1960 to concentrate on the | rom 
of gas for air conditioning Ou 
forts in the past to sell gzas fo 
conditioning have been ham ered 
to restrictions on gas for sj ace 
ing. With the prospects of ar adeq 
gas supply in 1960, we will »e abl 
broaden our efforts in selling gas 
air conditioning, particular.y to 
residences and commercial estal) 
ments. 


Our construction program: for 


will be based on installing the ne 
sary facilities to meet the contin 
growth in our present service 4 
and rendering initial service to sey 
new communities. 


Iowa Power and Light Company 


OWA POWER AND LIGHT COMPANY 

has experienced unusual growth in 
its gas business. Volume has more 
than tripled in the last decade. Pres- 
ently, the company distributes natural 
gas in 25 communities in Iowa, the 
principal one being the capital city, 
Des Moines. The company’s supply is 
purchased from two pipeline sources. 
All requests for firm gas service are 
being satisfied and it is anticipated 
that additional capacity will be avail- 
able as needed to meet further growth 
in demand for service. Beginning in 
1960, Iowa Power plans to initiate 
natural gas service in another 25 com- 
munities in Iowa, enabling them to 
have this premium fuel and thereby 
attain maximum attractiveness as 
places to live and make a good living. 

Ipalco’s efforts to balance supply 
and demand factors and maintain a de- 
sirable relationship between heating 
load and firm supply have included 
(1) the building of a peak shaving 
plant in 1955 and doubling its capacity 
in 1956 for the purpose of leveling 
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Des Moines, Iowa 

A. Paut Tuompson, President 
Gas Operations 
firm demand charges, (2) planning of 
additional peak shaving capacity in the 
next few years to further control this 
important cost element in gas service, 
(3) deriving the maximum advantage 
of storage facilities of the company’s 
pipeline suppliers to offset valleys in 
the summer loads, (4) encouraging 
interruptible service at reduced rates 
to increase oft-peak usage, and (5) 
promotion of sales during the summer 
months to improve the load factor, 
the latter including design of firm 
service rate schedules to sell gas air 
conditioning. 

Iowa Power’s space heating satura- 
tion is now above 80 per cent. Thus, 
the majority of homes in the urban 
areas served by the company are en- 
joying the comfort, convenience and 
cleanliness of natural gas service. The 
preponderance of space heating load 
does produce large capacity require- 
ments and local peak shaving and pur- 
chase of storage capacity improves the 
pipeline suppliers’ load factor. At the 
present time Iowa Power is unable to 


justify development of its own sto 
facilities. However, its suppliers 
demonstrated foresight; one is 
panding its present storage facil 
and the other is actively develo 
a major project. Both pipelines a 


be commended for their consistenfi 


forts in seeking out and develo 
underground gas storage facilities 

A major problem facing the g 
dustry now is the continually inc 
ing price. Higher city gate rates| 
the difficult problem of securing 
quate and compensatory retail 
for gas service. An import nt r¢ 
for city gate rate increases is tht 
creased cost of gas in the ‘elda 
is hoped that the produce’s wil 
velop a more stabilized pric« strut 

The tremendous achiev ‘meni 
the gas industry and existin ‘ unta 
potential generate confiden: e for 
tinued steady and substant al g* 
in the future and this is tie 10 
country as a whole as well as the 
portant area served by Ic va ft 
and Light Company. 
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ts will 
selling 


‘Bly and demand means, 
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Iowa Southern Utilities Company 


Rosert W. 


OUTHERN UTILITIES Com- 
‘. purchases natural gas from 
e line companies. Certain 
» istics of these pipe line sys- 
ic ate the relationship of peak 
. erage day sales. Each pipe 
m must be approached and 
di:idividually in its relationship 
‘ommunity or communities 
nder these circumstances we 
‘ing several ways of improv- 
iactor. 
contract demand is an im- 
factor, improvement and up- 


Centerville, Iowa 


dating of propane-air equipment will 
assist in decreasing the maximum day 
requirements and the quantity of val- 
ley gas on the system. The propane- 
air plant will permit a more orderly 
development of the base and heating 
load. Contract demand gas will be pur- 
chased only when the load has been 
developed and requires firm quantities 
of gas. 

Industrial and commercial custom- 
ers will be required to supply alternate 
fuel equipment, when the burner input 
exceeds a specified quantity. This re- 


GREENLEAF, Executive Vice President 


duces peak day requirements and im- 
proves load factor. 

Industrial and commercial off peak 
loads are being solicited and encour- 
aged. This includes seasonal firm loads 
such as corn and hay drying. While 
seasonal loads are in themselves poor 
load factor customers, they are a great 
help to annual system load factors. 

Another method being used to help 
in the sale of summer valley gas is a 
retail tariff which is substantially less 
for summer usage and competitive with 
electricity for air conditioning, 


Kansas-Nebraska Natural Gas Company, Inc. 


itt!) Kansas-Nebraska, as with 
other operating gas companies, 
king out a better balance between 
for the 


tpart, developing a better summer 


fe have been very gratified by the 


Bic acceptance of gas air condition- 


promotions, and we feel that a 


Btantial part of the answer to our 


€ TO sey 


mer load problem can be solved 
his manner. Recent developments 
as air conditioning have given us 
bpportunity to answer our competi- 
inmost favorable terms, andshere 
ery indication that future develop- 
ts will give us even more and bet- 
selling points, 

he use of natural gas as irrigation 
p fuel has also been helpful to 
n developing a better summer load. 


ause we can offer a low-cost fuel, 


y farmers in our area are now 
Pto put their land under irriga- 
, Wiereas previously they had 


has resulted in better and 
able agricultural practices 
ave been of benefit to the 
‘of our entire area. The de- 
gas for alfafa dehydration 
mtinues to increase. This is a 
y to October demand which helps 
nti. valleys in our summer load. 
om etition for the heating load 
bec me more pronounced recent- 


Tse, 


And ve can reasonably expect that 


‘ill ‘ntensify rapidly. We plan to 
tas: our sales promotion to off-set 
attempted invasion of the heating 
ket. and we are confident that gas 
continue to be the dominant fuel 
pak as the public is given all the 

as to comparable costs and op- 
ing efficiencies. 
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Hastings, Nebraska 
S. D. WuHiItEMAN, President 
All in all, we have been well satis- 
fied with the number of new and re- 
placement appliances being added to 
our system, and we have good reason 
to believe that this trend will continue. 
Along with other groups in our 
area we are continuing and increas- 
ing our area development promotions. 
Small but stable industries are con- 
stantly moving into this region, in 


many cases adding to our summer 
load. 

We are planning to initiate a mod- 
est gas storage project. If successful, it 
will be enlarged in the future. 

These and other factors give us good 
cause to feel that we are making con- 
stant progress in the matter of a better 
balance between supply and demand. 

(Continued on page 40) 





iy Beats It For 





Here’s a front and 
rear view of the more 
powerful, compact 4T 
Vermeer Pow -R - 
Ditcher in action. If 
you are looking for 
a low cost, rugged, 
time - saving ditcher, 
take a look at the 4T 
before you buy. 


Vartan Model 4T | 
POW-R-DITCHER | 


This rugged, self - propelled Pow - R - 
Ditcher is only 48” wide, 6’ high and 
13’ long and can be transported in a 
pickup truck. A “midget” ditcher that 
is ideal for laying gas, water and nar- 
row service lines. The 4T is highly 
maneuverable — digs 6” to 14” wide 


and down to 412’ deep. 


WRITE FOR COMPLETE INFORMATION, LITERATURE AND 


LOW PRICES ON THE COMPLETE POW-R-DITCHE 


LINE. 


ERMEER MANUFACTURING CO. 
1453 W. WASHINGTON @ PELLA, IOWA 
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INCE 1950 Laclede, serving some 

350,000 customers in the Greater 
St. Louis area, has increased its an- 
nual send out almost three-fold. The 
bulk of this increase has been sea- 
sonal, with the number of residential 
heating customers rising from 80,000 
to 195,000. 

Primary in the company’s plans for 
load balancing has been the develop- 
ment of local underground storage. 
Laclede was one of the first gas utili- 


Laclede Gas Company 
St. Louis, Missouri 
H. Rem Derrick, President 


ties in the country to develop an 
acquifer-type storage field. Gas inven- 
tory at the Florissant field, nine miles 
north of downtown St. Louis, where 
first withdrawals began in 1955, is 
now about 9 billion cubic feet. The 
ultimate capacity of this field may 
amount to 40 billion cubic feet. 

This successful pioneering venture 
has already allowed Laclede to add the 
equivalent of 85,000 residential heat- 
ing customers who could not have 


been served without it. The cor 
has leased ground for a pro 
second field, somewhat lager 
the one at Florissant, near Coly 
Missouri. 

During recent years Lach: deh 
tively promoted the sale of !argq 
gas air conditioning equipn ent 4 
now also promoting the sal: of g 
er units for residential use, f 
believe there is a real futt re ff 
types of gas air condition’ :g. 


Louisville Gas and Electric Company 


OR the twelve months ended June, 
1959, total gas sales of Louisville 
Gas and Electric Company, when re- 
lated to the peak day sendout for the 
period, resulted in an annual load fac- 
tor of 36.4 per cent. Our natural gas 
purchases for the same period, under 
suppliers’ rate schedules with strin- 
gent take-or-pay-for requirements, 
were at a load factor of 73.4 per cent. 
In the future as in the past our 
efforts to balance these widely diver- 
gent load factors will be directed to- 
ward the development of underground 
storage and the promotion of off-peak 
and seasonal sales. Our projections 
indicate that the peak day require- 
ment for the coming winter will be 
323,000 Mcf on a five degree day, 
with storage providing 160,000 Mcf 


INNEAPOLIS GAS COMPANY is 

modernizing its peak shaving 
facilities by completing the replace- 
ment of its oil gas and carburetted 
water gas plant with additional pro- 
pane-air production plants. 

Two new propane-air plants with 
storage for about 3,000,000 gallons 
of propane will be completed by 1960. 
All of the old manufacturing plant 
with wet holders of 7 MM cubic feet 
capacity is being retired and dis- 
mantled as units of the new propane 


plier sronbim Utinities Co. 
is a combination electric and 
natural gas company. In 1926 it began 
development of a natural gas supply 
on the Cedar Creek anticline in Mon- 
tana and began construction of pipe- 
lines to market the dry gas being de- 
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Louisville, Kentucky 
G. R. ArmstronG, President 
or roughly 50 per cent of this de- 
mand, The addition of our Magnolia 
storage field has brought total daily 
deliverability from storage to approx- 
imately 200,000 Mcf when the reser- 
voirs are full, with somewhat lesser 
amounts as the stored volume declines. 


‘Scheduled development of the Mag- 


nolia field is expected to bring total 
deliverability from underground stor- 
age to 250,000 Mcf per day, and we 
are working toward still further in- 
creases in our overall storage capa- 
bility. 

Our storage fields, while capable 
of high deliverability, are not of un- 
limited volumetric capacity, with the 
result that they have not been able 
to absorb completely the gas which we 
have been required to take or pay for 

Minneapolis Gas Company 

Minneapolis, Minnesota 

GERALD T. Mu ttin, President 
facilities are completed. 

The propane-air facilities by 1960 
will consist of about 7,000,000 gallons 
of propane storage and a production 
capacity of 144 MM cubic feet of 
propane air per day at six locations 
within the company’s distribution 
area. One plant will be on land con- 
tiguous to the old plant. The cost of 
peak shaving equipment and land to 
be added during the old manufactur- 
ing plant retirement will be about 
$3,000,000. 

Montana-Dakota Utilities Co. 
Minneapolis, Minnesota 
Cecit W. Situ, President 
veloped. The market available for 
this gas consisted primarily of resi- 
dential and commercial customers and 
the principal market was space heat- 
ing. There is a limited amount of in- 
dustry in the area, which is primarily 
agricultural. The efforts to work out 


during the summer months Our 
tric department has provid d an 
let for such summer surplus by | 
it as boiler fuel in our ste. m-el 
plants. In spite of steadily incre 
gas purchases, the volume «f gas 
used for electric generation in 
was smaller than that used in 
Our plans are to continue to hol 
burning under our own builers 
minimum. 

With respect to the promoti 
seasonal and off-peak loads, we 
continue to actively seek new cu: 


chie* er 
r im 00 
bseq 1e1 


and ga: 
and stc 
4 Creek 
bht dem 
on th 
is cent 


ers under our nine-month seafli 


commercial and industrial rate 
our dual-fuel off-peak space he 
rate for large loads. We also 
great hopes for the development 
substantial gas air conditioning 


In addition, we expect to adi 
proximately 7,000 new heating 
tomers each year. To do so w4 


natural 

opment 
l gas su 
30, a ] 
e Big F 


not only expanding our imainsfi 
services but we are also strength 


our distribution system by a cod 
tive plan with Northern Natura 
Company, our supplier, which 


give us a new delivery point, wi 


in turn, will increase the 
of our distribution 
substantially. 


a reasonable balance betwen $ 
and demand have been cne 0 


problems of MDU since begiii 


the development of the niturd 
business in its territory in 192 

The company owned electric 
erating plants which were eq! 
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»il st ndby and in the early years 
wer used to acquire some bal- 
betwen supply and demand. Be- 
}the zas supply was obtained in 
gas eld with high deliverability, 
thie. ement of a balance was of 
im »ortance. 
bseq tently as business developed 
- original source of supply 
e Cc lar Creek anticline became 
lly epleted, an additional dry 
eld 1 pon the Bowdoin Dome, in 
Tim \.ontana, was connected to 
company’s natural gas system. 
‘nd of World War II, be- 


bof tie disparity between natural 

















; the company’s natural gas 
ess developed quite rapidly 
greatly increased winter peak 





e. m-elqnentally in 1945. The Bowdoin 
increqaeld was operated as a base load 
of gaggand gas was removed from that 
icn infgand stored underground on the 
t Creek anticline during periods 






is centrally located with respect 
arkets, so that peak demands 


ice heopment of space heating, addi- 





. . 4 
also Ml gas supplies were required and 
pment(/P>0, a pipeline was constructed 
oning fe Big Horn Basin in Wyoming 


ansport 35 million cubic feet per 
f residue gas from a Pure Oil 
pany gasoline plant located near 
Vorlind oil field in Wyoming. It 
poss ble to acquire this amount 
dditional production, delivered 
» throughout the year, be- 

‘@ of ‘he underground storage ca- 
avilable on the Cedar Creek 




















be’ 1 stored underground and 
es vailable for handling peak 
rr lo ls. Subsequently in connec- 
vith ie acquisition of the Billings 
om: any and the Big Horn Gas 
ervi z Billings, Montana and ad- 
tar as in the Big Horn Basin, 
underground storage ca- 
YW... acquired in the Elk Basin 
in \. yoming. Approximately 30 
mn c.bie feet of gas has been 
din storage in these two fields. 
far S eridan, Wyoming, the par- 
dep'sted Billy Creek field has 
deve: :ped for storage beginning 
195¢ and approximately 14 bil- 
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lion cubic feet have been placed in stor- 
age for meeting winter peak demands 
now in excess of the daily capacity of 
the pipeline serving this area. 

In 1955 an additional 30 million 
cubic feet per day of residue gas avail- 
able at the gasoline plant of the Signal 
Oil and Gas Co. located in the Beaver 
Lodge-Tioga oil field near Tioga, 
North Dakota, was purchased. This 
gas has been flared for several years 
while development of the oil field took 
place and prior to the construction of 
the gasoline plant. Here again because 
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of available storage capacity upon the 
Cedar Creek anticline, it was possible 
to utilize this residue gas to serve a 
market with a very poor load factor. 

iThe territory served by MDU is 
largely agricultural with limited in- 
dustrial loads available. As a result, 
approximately 60 per cent of the nat- 
ural gas sales are for space heating 
and for general domestic and com- 
mercial use. In 1958 on the company’s 
integrated system, the minimum daily 
load was approximately 39 million 

(Continued on page 42) 





NORTHERN 
ILLINOIS 


Just completed ... 140 miles of large 
diameter pipe line from East Dubuque on 
the Mississippi to the Northern Illinois Gas 
Company. This will bring an additional 
50,000,000 cubic feet of natural gas daily 
to the heart of Northern Illinois Gas’ fast 
growing service area... 


of 122%! 


an increase 


Northern Illinois Gas Company ranks 7th among Gas utilities in the United States 


Across the hilly terrain of northern 
Illinois comes our new Gas distri- 
bution line. Problem of this steep 
hill is solved easily as bulldozer 
lowers giant trenching machine 
down the loose-surfaced incline. 


and serves 280 communities in 20 counties in northern Illinois outside of Chicago 






























For information about the 
Company or area, write: 


Marvin Chandler, President, 
Northern Illinois Gas Company, 
50 Fox Street, Aurora, Illinois. 











































There is a 


DROPosITORY 





Specifically Suited to YOUR Needs! 


COMPLETE Self-Service EQUIPMENT 
for PAYMENTS or DEPOSITS 
“AFTER HOURS” 


Used by Public Utility Companies 
all over the World 


PAYMENT COUNTER 


For use by Collecting Agents 
such as Retail Stores, Banks, etc. 


Economical PLATE GLASS Installation 


(may be installed in Walls) 


The Mosler 
DROPOSITORY 
Corporation 
GRANDVIEW, MO. 


(Kansas City Exchange) 
SOuth 1-8911 


Telephone: 
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cubic feet while the maximum daily 
load was approximately 204 million 
cubic feet, a ratio of better than 5 to 1. 
The annual load factor is approxi- 
mately 45 per cent. 

On the Sheridan system, which is 
not connected to the main system, the 
minimum load in 1958 was 1,172 M 
cubic feet while the maximum daily 
load was 9,660 M cubic feet. Here the 
ratio maximum to minimum is a little 
more than 8 to 1 and the load factor 
is approximately 36 per cent. 

The development of these three 
storage fields has made possible the 
serving of a market of this character 
on an economically sound basis. It is 


expected that as satisfactory ga 
conditioning units are developed 


installation of this type of ec uipf 


will substantially improve the a 
load factor. An attempt is be‘ng 
by the several states in which 


MDU gas property is locat-d t@ 


cure additional industrial dey 
ment. The serving of new ‘dus 
on an interruptible basis will 
course, considerably improv : the 
ance between supply and de 
From an economic standpc nt, 
ever, the use of storage, c nse 
gas for space heating, is moe at 
tive than the sale of interru >tibl 
at substantially lower rates. 


The Montana Power Company 


Butte, Montana 
J. E. Corette, President and General Manager 


{Bros Montana Power Company’s 
continuing program to develop 
additional supplies of natural gas for 
the future needs of its customers cur- 
rently is highlighted by activity in 
three areas, as follows: (1) the pur- 
chase of available gas, (2) an active 
exploration and development pro- 
gram, and (3) development of local 
storage reservoirs to help meet peak 
winter demands. 

The company is in partnership with 
Pacific Gas & Electric Company in 
a program to import natural gas from 
Canada for use in Montana and 
California. Montana Power’s pur- 
chases from the project will be at the 
rate of 30 million cubic feet daily in- 
itially. An export permit has been 


issued by the Alberta Govern 
and applications for expori and 
port licenses have been filec with 
Canadian Dominion Government 
the U. S. Federal Power Commis 

The company also is engaged if 
expanding exploration program, | 
in Montana and Canada. Geolog 
offices are maintained in Cut Bi 
Mont., and Calgary, Alta., for 
purpose. 

Three storage reservoirs are b 
developed in northern Montana 
provide additional storage for the 
put of Canadian gas and to help 
peak demands during the winter h 
ing season, 

All of these reservoirs are in 
pleted gas fields. 


New England Gas and Electric Association 


Cambridge, Massachusetts 
Joun F. Ricu, President 


n August 31, 1958 we completed 
O a five year sales promotion pro- 
gram designed to bring the gas sales 
in step with the five year contracted 
natural gas demands. During this pe- 
riod emphasis was placed on the sale 
of heating appliances due to their 
ability to add load quickly. In 1959 
and in 1960 we plan to promote gas 
appliances at about the same rate, with 
continued emphasis on heating to meet 
the ever increasing cost of doing busi- 
ness and to show a reasonable return 
on our capital investment. 

We have taken the following steps 
te develop a better relationship be- 
tween the gas heating load and the 
firm supply of gas: 

1. Encourage the sale of off-peak 

firm gas with special contracts 

and prices designed to meet the 


cost of wholesale purchases 
number 2 oil. 

. Encourage the sale of interru 
ble gas with special contracts 
prices designed to meet the 4 
of wholesale purchases of 
ber 5 and number 6 oil 

. By burning off-peak gas u 
the boilers at our electric stati 

. By developing an acce»tane 
gas air conditioning and gas 
frigeration. To date gas air 
ditioning and refriger:tion | 
been a negligible factor in bi 
ing the use of the off-peak lt 
but we hope to develoy: a bf 
acceptance and increase | sale! 
these two products in tl e full 

It should be pointed out t iat Wf 
it is desirable to fill in the val 
(Continued on page <4) 
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f eX uip 
thea 


This year, our 750 Gas 
Servicemen will handle nearly 


one million requests for 


service from our customers. 


Service is part of our name. 





And necessary service 





we are always ready to provide. 
It’s one of the big reasons 

why Gas is so dependable in the 
territory we serve in New Jersey. 


P.S. Gas Serviceman 
answering custome 








CTOBER 8, 1959—PUBLIC UTILITIES FORTNIGHTL 





HE UNLIMITED HORIZONS OF THE NATURAL GAS INDUSTRY 


aused by heating peaks our gas heat- 
ng rates are designed to take into 
onsideration the cost of supplying 
he heating load with its peak feature. 
The money obtained from the sale of 

e off-peak gas adds additional rev- 
pnues for the company and is not es- 
kential to the economics of supplying 
he heating loads. 

Both pipeline companies serving 
he New England area have applica- 
ions pending before the Federal 
Power Commission for winter peak- 
ng storage service. 

While we have no underground 
storage facilities, we do have standby 
bil gas plants for peak shaving to take 


ORTHERN ILLINOIS Gas Com- 
PANY is now offering natural 
bas for space heating, on a limited 
basis, to multi-family dwellings, 
hurches, schools, municipal buildings, 
nd commercial and industrial estab- 
ishments for the first time in about 
3 years, Since 1946, we have been 
pperating under a restriction order of 
bur state commission confining new 
heating loads to single-family homes 
nd only to the extent that new supply 
mcrements become available. During 
his period, the number of house-heat 
ustomers has increased from about 
5,000 to more than 300,000. Today, 
e have virtually no residential gas 
eat waiting list. 

The rapid progress during the past 
ear is due primarily to three new 
upply increments, one received last 
December and two expected before 
ihe end of 1959. The total of these 
dditions represents a 50 per cent in- 


care of peak loads in severe cold 
weather. These standby plants are not 
a substitute for underground storage 
but they allow our company to serve 
the peak heating load in cold weather 
without exceeding the demand fea- 
tures of our natural gas contract. 

In 1959 we expect to sell 24,517 gas 
appliances consisting of 3,853 house- 
heating jobs, 3,364 apartment heaters, 
4,167 kitchen heaters, *5,338 water 
heaters, 6,577 ranges, 713 dryers, 300 
incinerators, 175 refrigerators and 30 
air conditioning jobs. Of these appli- 
ances installed on the lines of our 
company approximately 60 per cent 
will be sold by the gas company and 


Aurora, Illinois 
Marvin CHANDLER, President 


crease in available flow gas. With 
three major pipeline systems serving 
us, we are confident that we can ob- 
tain additional increments as needed. 

As to solving our seasonal load- 
leveling problem, we have continued 
to increase our peaking facilities. We 
now can peak shave approximately 
one-third of our maximum day send- 
out. Surplus gas is being injected into 
aquifer reservoirs, owned by one of 
our suppliers, during summer months 
for use during cold winter peak pe- 
riods. This winter, we will receive an 
increase of 25 million cubic feet in 
daily withdrawal quantities from stor- 
age, bringing the total to 186 million. 
A further increase is expected in the 
1960-61 winter. 

Our own underground storage 
project is being developed on sched- 
ule. By the end of this year, we will 
have nearly 5 billion cubic feet in this 
structure. We plan to make large- 


40 per cent by dealers. 

The fall range and heating ¢q 
paign will run from September 8 
November 21, 1959. In this period, 
gas companies plan to sel! 1, 
ranges, 1,250 apartment heaters ; 
1,125 househeating jobs. 

It is interesting to note that durj 
the past 12 months we have secu 
for our company a new load in 
new public housing projec's } 
mostly for the aged with thr e m 
projects under negotiation. Thd 
projects have 406 dwelling wits a 
will add an estimated annual Comes 
gas load of 45,364,000 cubic fi et wi 
a yearly revenue of $58,608.( ). 


Northern Illinois Gas Company 


scale withdrawal tests this winter 
hopes of having the reservoir in 9 
eration for the following winier. 

We also are building our firin ye, 
round load through active promoti 
of the basic gas-burning appliancd 
In addition, after about three years 
pushing natural gas air conditionin 
we now have about 9,000 tons of t 
load on our lines or under contra 

Meanwhile, our customer list cot 
tinues to expand rapidly. We no 
serve more than 650,000 and a 
adding between 30,000 and 35,00 
annually. 

To keep pace with development o 
our fast-growing area and continua 
ly increasing heating load, we hav 
budgeted $158 million for construj 
tion for the five-year period 1959-6 
About $37 million of this will go tv 
ward underground storage develop 
ment. 


Northern Natural Gas Company 


Omaha, Nebraska 
J. F. Merriam, President 


ORTHERN NATURAL Gas Com- 
PANY is looking to storage to 
elp considerably in utilizing its pipe- 
ne system to the best advantage. 
Northern has developed an under- 
round storage reservoir near Red- 
eld, Iowa (30 miles west of Des 
oines). This dome-shaped subter- 
lanean area covers 12,000 acres and 
located within its market area. 
orthern recently applied to the Fed- 
ral Power Commission for permis- 
ion to use this storage facility to 
elp meet the requests of its custom- 
rs for the 1959-60 heating season. 


Northern has filed an application to 
convert the Otis gas field in central 
Kansas into an underground storage 
project. The company also recently 
started drilling a series of shallow 
wells in the Fort Dodge, Iowa area 
to explore the possibility of structures 
suitable for the underground storage 
of gas. 

The company is well along on a 
construction program to provide 50 
million cubic feet a day to presently 
connected communities and 50 million 
cubic feet a day to a new customer, 
Northern Illinois Gas Company. A 


recent Federal Power Commission ée 


cision has given Northern authority! 
add 342 new communities to its sys 
tem. The additional capacity to 
provided by this program is 230 mil 
lion cubic feet daily and the cost wil 
be over $100,000,000. 

The company has commenc:d cot 
struction on a branch to ‘uluth 
Minnesota and Superior, Wisconsi 
which will be completed thi- yet 
Time will not permit much co strut 
tion this fall and most of the p-ograil 
will be extended over to next year. 


(Continued on page 46 
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Is Your Company 


“Keeping Pace?” 






From 1945 to 1958 annual operating revenues 
of electric and gas utilities rose over 200%. 
Maintaining an efficient organization in the face 
of this increasing volume has placed a strain on 
many companies. Top management has often 





iter @ been so busy with day-to-day operations that 
— arr : 

td “@ insufficient time has been left to prepare men 

nye for growth needs. 

moti 

hanced : ; ; ; oe 

ears Even with available time, it is difficult for a 

ioningg company’s officers to study their own operations 

= objectively. Commonwealth’s Industrial 
ra : : 

és Relations consultants offer this much needed 

5 0 

e nog objectivity. They can bring broad experience 

id aff in many fields to your Organization Planning, 
KJ . 

35,0 Management Development nd Labor Relations 

tot’ needs. 





In serving you, our Industrial Relations 
Department is backed by a diversified manage- 






59-6 
oo ty ment consulting and engineering staff of over 
velo 750 people. Your inquiries are invited. 


Commonwealth 


S=©=RVICES INC. ASSOCIATES INC. 


Vanagement and Business Consultants 


‘onsulting and Design Engineers 


NEW YORK 22, N. Y., 300 Park Ave. 
HOUSTON 2, TEXAS, M&M Building 
JACKSON, MICHIGAN, 209 E. Washington Ave. 
WASHINGTON 6, D. C., 1612 K Street, N.W. 
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with “Lifetime” burner, 
after-burner and grate 


give you more to sell 
RES 











Longest Line... 4 deluxe models, 1 builders’ 
model, plus a new outdoor model. 


Completely Odorless and Smokeless... patented 
“after-burner” and built-in barometric control. 


Lifetime Burner and Grate of heavy-duty cast 
| iron, eliminate ‘burn out” problems. 


e 5-Year Guarantee on either brick or steel lining. 
e A. G. A. Approved for all gases. 


e Automatic Time Control... lights, burns, shuts 
off automatically. 


e Lifetime Porcelain finish on deluxe models. 


Easy Installation in kitchen, utility room, base- 
ment, breezeway, or out-of-doors. 


For complete details, write Gas Incinerator Division, 
Martin Stamping and Stove Company, Huntsville, Alabama 


PIONEER 











GAS INCINERATORS 


IN DOMESTIC GAS INCINERATION 
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Oklahoma Natural Gas Company 


coming NATURAL is an inte- 
grated company primarily en- 
gaged in the business of purchasing, 
producing and distributing natural 
gas for sale to retail and wholesale 
customers, 

The company serves directly or in- 
directly more than half the population 
of Oklahoma. Through 7,344 miles 
of pipeline we serve directly 152 cities 
and towns and adjoining areas having 
an estimated population of 1,154,000. 
In addition, wholesale deliveries are 
made to other distributing companies 
for either the full or partial require- 


Tulsa, Oklahoma 
H. A. Eppins, President 


timated population of 69,000. 

We actively compete with other 
purchasers for new gas supplies and 
with two large electric utilities for 
our markets. Our gas heating satura- 
tion is well over 99 per cent. To bal- 
ance our heavy heating load we are 
promoting vigorously gas air condi- 
tioning for residential, commercial 
and industrial use. We now have con- 
nected to our lines approximately 
49,000 tons of gas air conditioning. 

The company has four underground 
storage operations having a total ca- 
pacity of 157 billion cubic feet. To 


ments of 31 communities with an es- utilize this storage capacity to full ad- 





vantage, our transmission sysiem 
been designed to transport gas 
large volumes from our pring 
points of supply into and ou: of j 
storage facilities. 

As evidence of the effectiveness 
our transmission and storag: fa 
ties, as recently as January ||, 19 
when we experienced our all-t 
peak day, we delivered 851,487 ) 
to 371,299 customers. On tiat 
55.5 per cent of the total gas ceclive 
was supplied from storage. Vo ¢ 
tailment to any consumer was neg 
sary on that day, or in fact on ; 
day in over seven years. 

















SHIELDS & COMPANY 
HIRSCH & CO. 

BURNHAM AND COMPANY 
WEEDEN & CO. 


INCORPORATED 


September 22, 1959 





A.C. ALLYN AND COMPANY 


INCORPORATED 


EQUITABLE SECURITIES CORPORATION 
L. F. ROTHSCHILD & CO. 


The offering is made only by the Prospectus. 


$45,000,000 
New England 


HALSEY, STUART & CO. Inc. 


BACHE & CO. 
F.S. SMITHERS & CO. 
WM. E. POLLOCK & CO., INC. 
VAN ALSTYNE, NOEL & CO. 


NEW YORK HANSEATIC CORPORATION 


SWISS AMERICAN CORPORATION 


This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 


Telephone and Telegraph Company ~ 


Thirty-Five Year 534% Debentures 


Dated September 1, 1959 Due September 1, 1994 


Price 101.90% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


DICK & MERLE-SMITH 
LADENBURG, THALMANN & CO. 
WERTHEIM & CO. 


BAXTER & COMPANY 

BALL, BURGE & KRAUS 

STROUD & COMPANY 
INCORPORATED 


IRA HAUPT & CO. 
STERN BROTHERS & CO. 
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ur construction expenditures for 
past year were $6,800,000. It is 
rated that our capital expendi- 
; for the current year will be 
0,000. Of this amount, approx- 
ey one and a half million dollars 











urR company is combination gas 
and electric serving a fast grow- 
iMregior! in the New York City met- 
plitan area. 

, all new homes constructed, gas 
wariably used for space heating 
gses. Consequently our rapidly 
ving gas heating load presents a 
tant problem of load balancing. 
sent heating saturation is 71.5 per 














he solution of this problem has 
approached from several angles. 
irst, our space heating rate is so 
gned that the installation of a gas 
reand automatic gas water heater 
efinitely to the customer’s advan- 
bin conjunction with space heat- 
Consequently in practically every 
b we get two desirable year around 
which contribute toward load 
ncing. 

econd, aggressive sales efforts are 
ntained on the sale of household 
liances to all customers to build 
r around load. The success of this 
rt is indicated by the fact that our 
cooking saturation is close to 100 
cent and automatic gas water heat- 
close to 90 per cent. Gas dryer 
s are also showing a material in- 
hse exch year. 

1 addition, personnel specially 
ned on commercial and industrial 
applications are doing an excel- 
job in this field as a part of load 
Ancin ys, 

urther, we have attained consider- 
P success in the sale of off-peak 
| to industry on an interruptible 
is an] additional sales on this basis 
e been contracted for by custom- 
to be connected later this year. 

n August 1958 we launched what 
calle1 our Citation Home Program 
a counterpart of the Medallion 
ne |.ecing promoted by the electric 
istry 

he itation Home retains the ade- 
te wiring and good lighting fea- 
's¢i the Medallion electric home 
recuires that central gas heating, 
atchless gas range and a non-fer- 
S aiitomatic gas water heater, plus 
o:her major appliances, be in- 
Hea in each Citation Home built. 
he success of this promotion dur- 
the first year has been very en- 
















































an estimated 9,000 new customers, 
$2,500,000 for replacement and im- 
provements to service facilities, about 
$1,300,000 for exploration and drill- 
ing for gas production. The remain- 


Nyack, New York 
Cuarces L. Hutswit, President 
couraging and contributes to our load 

balancing program. 

Gas air conditioning is also includ- 
ed as a part of our promotional effort 
to improve load factor and contributes 
its share toward load balancing. 





will be used to provide service to 
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der will be spent for additional invest- 
ment in gasoline plants, storage facili- 
ties, extension to new gas supplies 
and miscellaneous acquisitions and 
installations. 


Orange and Rockland Utilities, Inc. 


During the past year a new 16-in. 
high pressure gas line was constructed 
through our most heavily populated 
area. This line not only enables the 
company to meet increasing firm ca- 





































(Continued on page 48) 







WILDERNESS ROAD: 775 years /ater 


In 1785, the trip across the Wilderness 
Road — from the Cumberland Gap to 
Danville—took about two months by pack 
horse. From Danville to Paducah was vir- 
tually untraveled wilderness. The first 
settlers in Western Kentucky brought 
with them seeds to plant corn and tobacco 
in truly new and fertile soil. 

Today’s new settlers can make the trip 
from New York, Chicago, Pittsburgh, 
Detroit, or Cleveland, by plane, in several 
hours at most. They bring the seeds of 
new growth — blueprints from which to 
build modern plants and factories. 

The major factors influencing location 
of an industry, in any given area, are ade- 
quate supply of suitable labor, commun- 
ity interest and cooperation, good trans- 


WESTERN KENTUCKY 


GENERAL OFFICES <“ 


portation facilities via water, rail and 
highway, good living conditions, and an 
ample, dependable gas and electric sup- 
ply. Since 1948, 119 industries have lo- 
cated in Western Kentucky, which cer- 
tainly is indicative of a most favorable 
‘industrial climate.” 

Economical service of utilities, such as 
Western Kentucky Gas Company, have 
contributed in a dynamic way to this re- 
markable industrial growth. Western 
Kentucky Gas Company is proud to have 
served South Central and Western Ken- 
tucky — both industry and home — for 
more than 25 years . . . proud, too, that 
we ourselves have grown, kept pace with, 
and led in the transformation of the 
Wilderness Road. 





COMPANY 


OWENSBORO, KENTUCKY 











































THE UNLIMITED HORIZONS OF THE NATURAL GAS INDUSTRY 


pacity requirements in the area but 
also adds to the flexibility of opera- 
tions as well as providing the neces- 
sary distribution line capacity needed 
for balancing out the peak load with 
valley gas sales in the off-peak periods. 

Furthermore, in order to meet 


rapidly growing demands for gas 
service, studies indicate the economic 
desirability of constructing addi- 
tional peaking facilities for use dur- 
ing peak periods to keep down con- 
tractual demands in connection with 
gas purchases. 


The combination of all of the 
going is our program to maint, 
better relationship betwee; 
load and firm supply. 

No plans are in prospect 
storage of gas which, in ov 
not feasible. 


Pacific Gas and Electric Company 


San Francisco, California 


S. L. Ststey, Vice President and General Manager 


oe Gas and Electric Company 
is continuing its major expansion 
program to keep ahead of California’s 
rapid growth, and simultaneously is 
conducting an aggressive sales pro- 
gram in all applications of natural gas. 

Development of two underground 
natural gas storage fields is well under 
way as a primary project in 1959. The 
company is actively pursuing its appli- 
cations to both Canadian and Ameri- 
can governmental agencies for impor- 
tation of natural gas from Alberta, a 
$330 million project. 

While PG&E is a non-merchandis- 
ing utility, we work successfully with 
qualified dealers and their industrial 
associations in aggressive promotion 
of gas for residential, commercial and 
industrial uses. Promotional emphasis 
this year includes active campaigns on 


N the last two years the Peoples Gas 
System has increased its peak day 
delivery capacity by 330 million cubic 
feet—an increase of 22 per cent—of 
which 185 million cubic feet repre- 
sented a pipeline expansion program 
completed by Natural Gas Pipeline 
Company of America and 145 million 
cubic feet represented increases in the 
maximum day withdrawal capacity of 
the expanded storage facilities of Nat- 
ural Gas Storage Company of Illinois. 
Pending now before the Federal 
Power Commission are two applica- 
tions of Texas Illinois Natural Gas 
Pipeline Company to increase the peak 
day delivery capacity by 105 million 
cubic feet. Chicago District Pipeline 
Company is engaged in construction 
of a new regional line to permit a 
greater delivery of gas to the utilities 
serving the metropolitan Chicago area, 
including Peoples Gas. 

The increases in delivery capacity 
of the last two years, plus other sup- 
plies, have enabled the distributing 
companies served by the Peoples Gas 
System to offer space heating service 
to substantial numbers of customers, 
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upgrading gas range and heating in- 
stallations and the use of gas clothes 
driers. PG&E sales to industrial cus- 
tomers increased a substantial 11 per 
cent during the first six months over 
the like period of 1958. In addition, 
PG&E has pioneered with installa- 
tions of gas-fired infra-red units for 
commercial comfort heating, in agri- 
cultural product dehydration, and in 
several experiments with new appli- 
cations of gas in other industrial 
processes. 

Of the two underground storage 
projects, ultimate development of the 


_McDonald Island field calls for a 


working volume of 30 billion cubic 
feet of natural gas as a minimum an- 
nual cycle and a peak withdrawal rate 
of 400 million cubic feet per day. A 
cushion of 44 billion cubic feet will 


The Peoples Gas System 


Esxit I. Bjork, Chairman 


Chicago, Iilinots 


which in turn has presented the need 
for appropriate distribution system ex- 
pansions. 

The Peoples Gas Light and Coke 
Company, serving the City of Chica- 
go, increased the number of space heat- 
ing customers by 44,000 in 1958 and 
will add about 50,000 more in 1959, 
bringing the number who will be 
served next winter to more than 350,- 
000. All of the applicants on the list 
as of July 31, 1959, who resided in 
single family or two family premises 
were offered space heating service in 
the most recent release by the com- 
pany. During the past few years the 
company has pursued a program of 
offering gas space heating service to 
new homes constructed in the city and 
expects that its increase in gas sup- 
plies in the future will permit it to con- 
tinue this practice. 

There remain on the waiting list a 
number of applicants who desire gas 
space heating service for multi-family 
dwellings and for commercial and in- 
dustrial purposes, and during the past 
two years the company has offered 
such service to a limited number in 


maintain minimum opera ‘i 
pressure. Cost of the ultima 
ment is estimated at $22,873 
The smaller Pleasant Cree « 
age field will have a maxim) 
ing volume of 3.25 billion - 
with a peak withdrawal rate 
lion cubic feet per day. Ccst of 
— is estimated at 2, 60), 


uted j I GRE came rma 
fields. Today, more than 70 
imported from other states 
company is seeking Canadian ga 
an additional source of supply. 
company has proposed importatio 
an average of 415 million cubic 
of natural gas per day throughal 
mile pipeline terminating at Ant 
California. 


The Peoples Gas Light and Coke Company 


each category with a view of lear 
more about the potential market. 

During the ten year period end 
this year, the peak day delivery 
pacity of the Peoples Gas Sys 
from both pipelines and storage, 
increased more than three-fold, 
from 510 million cubic feet to] 
million feet. 

Peoples Gas System is consta 
seeking to acquire additional gas $ 
plies on a long term basis in sup 
of expansion projects which are jt 
fied by market requirements. Fu 
more, it is seeking to expand um 
ground facilities of Natural Gas § 
age Company of Illinois at Hersd 
and Cooks Mills. Through Union} 
Gas Storage Company, another § 
sidiary, it is conducting explora 
operations in other areas o/ the 
in an attempt to locate suituble a 
tional underground storage facili 

Because of the load factcr appl 
ble to space heating busin:ss i 
climate of the area served by The! 
ples Gas Light and Coke Con 
large volume storage devel: pmeét 

(Continued on Page 50) 
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for your 
Supersystem 














Spectacular growth in utility loads in the 1960’s 
and 1970’s is certain. Over one and a quarter 
trillion kilowatt hours is the power market 
projected for 1969. ‘To produce energy on this 


scale will require a generating capacity of 295 
million kilowatts . . . more than twice today’s 
capacity. 


What is the pattern of your future system? 

In the era of the superload, the supersystem 
will emerge . . . complex beyond anything seen 
or experienced to date. Heavier demands on 
our fossil fuels will necessitate many nuclear 
power plants. Your generating stations may 
be completely automatic. To move bulk power 
economically, you will transmit at higher volt- 
ages. To handle system peaks, you may be 
sharing capacity to a greater degree than ever 
with neighboring systems through interconnec- 
tion. Doubled distribution voltages may be 
your only answer to meeting residential loads. 

Westinghouse can bring you the products 
you will need to meet these requirements. 
Westinghouse has built some of these products. 
For the others, basic design and engineering 
work has been completed. 

Whether you are planning or building for 
your future, Westinghouse can help you .. . 
now. J-97244 


you CAN BE SURE...1F IT's \ Vesti nghous . 


WATCH "WESTINGHOUSE LUCILLE BALL-DESI ARNAZ SHOWS" CBS TV FRIDAYS 
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most desirable in providing gas serv- 
ice on an economical basis. Continued 
incremental expansions of long dis- 
tance pipelines in the absence of 
parallel development of storage or in 
the absence of adequate markets for 
the disposal of gas during the off-peak 
periods of the year, become less and 
less feasible. 

The exploratory activities of Nat- 
ural Gas Storage Company of [Ilinois 
seem to indicate at the moment that 
the Mt. Simon structure at Herscher 
may provide, in time, substantial stor- 
age capacity in addition to that in the 


Galesville structure in which gas has 
been stored for a number of years. 
The potential growth factor of the Mt. 
Simon structure cannot be predicted 
at this time but barring unforeseen de- 
velopments, it seems likely that the 
growth could vary between 2 billion 
and 3 billion cubic feet per year. 

If this should happen, some incre- 
mental increase in the peak day with- 
drawal capacity of Herscher may be- 
come an annual occurrence. This 
would be a most acceptable result to 
The Peoples Gas Light and Coke Com- 
pany and the other distributing com- 


panies served by the Peoples Gas 
tem, even though such increment 
provements may be relatively ma 

The Peoples Gas Light and { 
Company and many of the other 
tributing companies in the area ay 
gaged in promoting the use of ga 
air conditioning—year-roun'l as 
as off-peak. The attachmen’ of 
loads will be instrumental in »roy; 
partial solutions to the lond f 
problem, but the solution i; of 
range rather than short ranve ch 
rer. 


Public Service Company of Colorado 


AS department estimates of Pub- 

lic Service Company of Colo- 
rado, exclusive of subsidiary compa- 
nies, for the five-year period 1959- 
1963 show a customer growth of 27.2 
per cent, revenues increasing more 
than 33 per cent, and sales in Mcf of 
gas up 31 per cent. To provide for this 
increased volume of business, the com- 


pany anticipates a construction pro- ~* 


gram of more than $38 million for its 
natural gas system during this period. 
As a part of this construction, the 


Denver, Colorado 
R. T. Person, President 

company is conducting an intriguing 
test to determine the feasibility of stor- 
ing natural gas in an abandoned coal 
mine near Denver, Colorado. The 
project, which is centrally located on 
the system, will assist in meeting peak 
load requirements, provide a valuable 
storage for emergencies, and can be 
used for improving the system load- 
factor. 

The success of initial tests in this 
project, the first of its kind ever un- 
dertaken, has justified continuation of 


research aimed toward the ulti 
development of an underground 
age vault with a potential gas cap 
of 3 billion cubic feet. If the pr 
is proved feasible, the company 
install the necessary compressor 
hydration, regulating, metering, 
pipeline facilities to realize a dail 
liverability up to 150 million 
feet. 

The total project cost for ulti 
development, including the test p 
is estimated at $6 million. 


South Carolina Electric & Gas Company 


7. opay and for the foreseeable fu- 
ture, the gas operations of our 
company are keyed to a program of 
planned, orderly expansion designed 
to achieve a two-fold goal: to enhance 
the industrial potential of our service 
area and to put natural gas within the 
reach of as many potential consumers 
as possible. 

During the past 12 months, a total 
of $3,420,021 was invested in the ex- 
tension of natural gas transmission 
lines in the South Carolina Electric 
& Gas Company service area. 

South Carolina Natural Gas Com- 
pany, a wholly-owned subsidiary of 
SCEGCO, is responsible for the plan- 
ning and construction of new trans- 
mission lines and the operation of the 
transmission service. 

Extension of service coupled with 


see Jersey Gas Company main- 
tains a very favorable balance be- 
tween supply and demand. For over 
five years the annual system load fac- 
tor has exceeded 95 per cent, and sim- 
ilar high load factor operations are 
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Columbia, South Carolina 
S. C. McMEEKIN, President 


an aggressive program of gas promo- 
tion has resulted in the addition of 
12,035 natural gas customers since 
January 1, 1954. 

This increase in consumer numbers 
appears even more significant when 
you consider that 113 years of man- 
ufactured gas operations in our serv- 
ice area had acquired only 27,233 cus- 
tomers. 

That was our consumer total in 1954 
when South Carolina Natural Gas 
Company first tapped the transmis- 
sion line of Southern Natural Gas near 
Aiken, S. C. On January 1, 1959, the 
company counted 39,268 gas custom- 
ers. 

Extension of lines and active pro- 
motion of gas sales are continuing 
to produce a steady growth in the num- 
ber of residential, commercial and in- 


South Jersey Gas Company 
Atlantic City, New Jersey 
T. H. Kenpatt, President 
forecast for future years. 

In addition to its regular daily allo- 
cation of natural gas, the company 
purchases relatively small volumes of 
underground storage gas, used only on 
cold winter days. Supplies available 


dustrial users. The average nu 
of gas consumers served by the 4 
pany increased by 2,641 during th 
months ended in July. 

While major extensions have | 
made in transmission lines, SCE 
as the retailing company has been] 
ing its expansion emphasis on ext 
ing distribution lines in communi 
already served by the company. 

An increase early this year 
the company’s contract commit 
for gas purchases from Southern] 
ural to 49,000 Mcf per day. The 
of gas purchased under the compa 
demand purchase contract is balaq 
by selling gas to interruptible cus 
ers during the non-peak season 
by diverting excess supplies of g 
one of the company’s steam ele 
generating plants. 


on a peak day this winter will in¢ 
about 56 million cubic feet of reg 
gas and 3.5 million cubic feet of’ 
age gas. 
The storage gas, and about 6 
(Continued on Page 52) 


PUBLIC UTILITIES FORTNIGHTLY—OCTOBER |) 














ples G 















as 


PROCEEDINGS 
meee §=6§1958 CONVENTION 


a AT PHOENIX, ARIZONA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 








THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 







the ulti 

“a und Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Gas oe Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
7 of "The Memphis Decision and Its Effect on Gas Distribution Companies", "The Case 
be: for Repeal of the Excise Taxes on Transportation and Communications", and “The 
‘ de Treatment of Accelerated Depreciation for Rate Making Purposes." 


illion 


or ulti 
test i) 





Price $10.00—Approximately 550 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 
1957—Uniform System of Accounts for Water Utilities 

For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions the new editions have been printed in three (3) 
volumes: 


Class A & B — 128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .... $4.50 


Class C — 100 pages 


Accountséfor utilities having annual water operating revenues of $50,000 or more and 


NSSET TITUS ERION I 9 OR es i rr Rone a CY creche Manet neuen roe tae eiss 3.50 
Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 ... 2.00 


NOTE: 1958 Revised Uniform System of Accounts for Electric and Gas Utilities are in the process 
of being printed and will be available about May 1, 1959. 
1958—Regulations Governing the Preservation of Records of Electric, Gas 
UUs UII ooh an ca gay a oc ale re ia ec ang a on WT ATE lo SB aRa SUM ore ecw' aie gales 1.00 
Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates” 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
RSTEMIG NT OTONECIMIC MCT OUNTO SON LT so .51e oc a igi cisuerscete's Siaisl siete ieiaeinis hayes, o/slelcvewieibicanealss 2.00 
Local Service Telephone Rates—Set of revised pages only for 1958. 75 loose leaf pages 1.25 
Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
Screened DUMIPEATOOM UPI EC ROnID CURIE o acre 0s) cvaie vase areicie aio se views! clei are Sraro-e Wietehava Sie's os 2.00 
Depreciation: 
1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound 4.50 





1946—Methods of Pricing Retirements from Group Property Accounts ................-. 1.25 
| 1948—Letter Symbols for Mathematics of Depreciation ............... 0c. cece eee e eee 1.00 
1948—Half Cycle Methods of Estimating Service Life ............... cece eee eee eee 1.00 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 
UTOEN TT RUy OIG UCU OLT LONE 5c. 5is.5 55 5 rn pine e'oniaes crs a enieikors diaiaameetnw b/erese 1.25 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) .... 1.00 
1958—Report of Committee on Depreciation (Cost of Removal and Gross Salvage related to 
Book Cost Retired for Electric, Gas and Telephone Companies) .................- 1.00 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. ©. BOX 684 WASHINGTON 4, D. C. 
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lion cubic feet daily capacity of sub- 
stitute manufactured gas, serve to 
“peak shave” the loads on the coldest 
days. However, most of the balancing 
of supply and demand is accomplished 
by the sale of gas on an interruptible 
basis to industrial customers having 
large fuel requirements. 

Due to variable heating demands, 
daily sendout to retail customers 
ranges from about 10 million cubic 
feet in June to an estimated 46 million 
cubic feet on a design peak day this 
vinter. To balance winter peak loads, 
interruptible gas is sold in large vol- 


umes for a wide variety of industrial 
uses. These sales are made on a prof- 
itable basis, and make an important 
contribution to the over-all economy 
of our operations. These customers 
also purchase large volumes of firm 
gas on a very high load factor basis. 

The company plans to continue its 
aggressive promotion of both the resi- 
dential and industrial loads, maintain- 
ing a healthy balance between the two. 
Both markets are growing rapidly. 
New and expanding industries are in- 
creasing the labor force, and stimu- 
lating new home building. 


Promotion of summer air ¢o 
tioning has not produced much jn 
way of results so far, although 
company hopes for improvement. 
any event, it must continue to deps 
heavily upon interruptible sales to} 
ance heating load growth. 

Relatively small investmen:, in | 
lation to sales, is required t: sup] 
the requirements of these large ind 
trial customers. The major pc rtion 
the company’s construction >rogr 
of about $2 million per ye:r js | 
quired for the connection of 1 ew re 
dential customers. 


Southern California Gas Company 


Los Angeles, California 
F. M. Banks, President 


(A feature article by-lined by Mr. Banks based on more general aspects 
of natural gas pricing appears in this issue, ante page 601.) 


Southern Counties Gas Company of California 


ITH about 80 per cent of the nat- 
ural gas used in southern Cali- 
fornia now being brought in from out 
of state, efficient year-around use of 
pipeline systems and other facilities 
is of critical importance to Southern 
ounties Gas Company. Southern 
ounties and its affiliated distributing 
firm in the Pacific Lighting system, 
Southern California Gas Company, 
serve more than 2,300,000 customers, 
about 99 per cent of whom use gas for 
eating. These heating customers 
sometimes, when temperatures drop in 
he winter and early spring, send 
sage figures for the system zooming 
o over two billion cubic feet a day. 
Since the system must be geared to 
hese maximum capacities, firm sup- 
ply is set at a high level. For winter 


Los Angeles, California 


Guy W. WapswortTH, Jr., President 


peaking purposes the supply is aug- 
mented by gas from underground 
storage, and emergency supplies from 
California producers. 

The other side of the coin is the 
problem of increasing summer and 
year-around usage to support the high 
firm supply level. To do this, the dis- 
tributing companies sell large quanti- 
ties to interruptible customers. 

Campaigns to promote sale of year- 
around gas appliances such as ranges, 
water heaters, and clothes dryers also 
are given much emphasis by the two 
Southland distributing companies. Be- 
sides building total gas loads, these ap- 
pliances help keep facilities operating 
closer to their most economical level. 
As a result of strenuous promotional 
effort, the two companies have added 


approximately 1,500 gas fired air ca 
ditioners on their lines. To the Ark 
Servel promotions will be added cag 
paigns on behalf of two other bran 
of air conditioning units within 
next few months. 

Gas refrigerator sales, a big fact 
in building and maintaining yea 
around gas loads, have improved t 
year with 3,537 put on the lin 
through July. Extensive advertisi 
a model change price reduction, a 
direct mail solicitation of current 
frigerator owners are some of the fi 
tors involved in the success of the tw 
company promotion. A continued 
swing in sales is expected next ye 
with as many as three new gas 
frigerators joining the RCA Whi 
pool brand on the market. 


Texas Eastern Transmission Corporation 


EXAS Eastern has just put the 
finishing touches on the largest 
Pxpansion program in the company’s 
12-year history. This was a program 
ith two main purposes: (1) to pro- 
ide for the immediate natural gas 
eeds of the present, and (2) to lay 
he necessary groundwork that will 
pnable us to properly provide for the 
eeds of the future. 

In this program, we have helped 
pioneer development of the gas tur- 
bine as a new advanced type of prime 

over for gas compression equipment. 

e have planned, constructed and 
eadied our pipeline system to best 
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Houston, Texas 
OrvILLE S. CARPENTER, President 


provide for the needs of the present 
and to be easily expanded for future 
needs. 

We have just completed acquisition 
of some one trillion cubic feet of nat- 
ural gas reserves by purchasing the 
Rayne gas field in Acadia Parish, Lou- 
isiana. This represents a major step 
forward in adding to Texas Eastern’s 
gas reserves that will give even more 
assurance te our customers that we 
will always be able to supply them with 
their needs in natural gas. 

We have been participating since 
1952 in operation of Oakford Stor- 
age, a vast underground storage area 


for natural gas in southwestern Pen 
sylvania. There is some 15\) bill 
cubic feet of storage capacity at 0d 
ford, one-half of which is available 
Texas Eastern. Foreseeing prestl 
and future needs of our customer 
we are now participating in levely 
ment of the Leidy and Tamarack po 
in central Pennsylvania as_ unit 
ground storage areas for natural # 
Soon Texas Eastern will have avi 
able for its use another 150 bi lion¢ 
bic feet of natural gas storag: capt 
ty 


This storage will be used at le 
(Continued on page 54) 
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‘INFORMATIONAL PROGRAM FOR UTILITY EMPLOYEES 


The P.U.R. Guide 


- A new and different approach to the educational needs of utility employees — called 
‘HE P.U.R. GUIDE—is now widely in use throughout the industry. Somewhat descriptively, 
he GUIDE is referred to as “a journey of understanding.” It takes the user through the 
conomics of public utilities and through many other non-technical phases of utility op- 
ration. It was organized by and is issued under the general supervision of an experienced 
caff of specialists. 
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» THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
bout the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day cbjectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the company “management team.” 
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Features of THE P.U.R. GUIDE 


> 50 issues of 8 pages (one each week) 
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» Ring binder embossed with enrollee’s name 











® Leader’s Manual for group discussion 











& Occasional reprints from Public Utilities Fortnightly 





f & Enrollments on company order only 
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in part to augment the demands of 
the company’s new winter service 
program that is now moving into its 
second season of operation. Under the 
program Texas Eastern will provide 
substantial quantities of gas for peak- 
ing purposes on extremely cold days 
of winter. A three-year initial devel- 
opment period has been set up for the 


plan. At the end of the period the com- 
pany originally expected to be deliver- 
ing winter service volumes up to 20 
billion cubic feet annually but the wide 
acceptance of the plan indicates that 
customers’ demand for the additional 
quantities of gas will soon far exceed 
that figure. 

Winter service, more storage ca- 


pacity, added reserves and constaj 
expanding facilities for delivering 
are the highlights of Texas ‘aste 
operation for 1958 and more so q 


ing 1959. Through these and off, 


programs still in the developn ents 


we are constantly striving t prov 


for the needs of the present ind t 
ready to meet the needs of the fyt 


Transcontinental Gas Pipe Line Corporation 


D” to the tremendous investment 
required to transport gas over 
long distances, a high load factor op- 
eration, or, in other words, continu- 
ous full utilization of pipeline capaci- 
ty is absolutely essential if the cost of 
gas at the delivery end is to be rea- 
sonable and maintained on a competi- 
tive basis. Cost of service can not be 
kept low by any other means. This 
becomes increasingly important as a 


eae Metropolitan area of Wash- 
ington, which includes large sec- 
tions of the adjoining states of the 
District of Columbia—Maryland and 
Virginia—has been served straight 
natural gas since 1947, Even prior to 
that time, however, Washington had 
experienced a rapid growth in gas 
house-heating customers. Since the 
conversion to natural gas, this growth 
has continued until today the compa- 
ny has a high saturation of gas heat- 
ing customers (over 225,000 meters, 
or 60 per cent of total meters). This 
high heating saturation, coupled with 
the fact that the Nation’s Capital and 
environs has only a negligible amount 
of what may be classified as indus- 
trial load and no interruptible custom- 
ers, makes it necessary to pursue other 
avenues for filling in the summer val- 
ley created by this seasonal load. It 
is, therefore, a prime objective of our 


Houston, Texas 
E. CrypE McGraw, President 


greater proportion of system capacity 
on peak days is required by relative- 
ly low load factor domestic customers 
for house heating purposes. 

Capital charges are the largest sin- 
gle element of pipeline costs. A part 
of these costs must be recovered from 
each Mcf transported and necessarily 
must be spread over the greatest num- 
ber of Mcf’s possible. 

An economical balance of base gas 


Washington, D. C. 
Donacp S. BItTINGER, President 


company to provide large-volume stor- 
age by various methods, and to devel- 
Op a spring, summer and fall off-peak 
use. 

In order to smooth out the demands 
from our supplier and thereby im- 
prove our load factor, we have devel- 
oped an underground storage project 
not far from Washington, in South- 
ern Maryland. This aquifer storage 
formation has been thoroughly ex- 
plored, tested with inert gas, and 
found to be feasible. Unfortunately, 
local political actions have prevented 
us from proceeding with what would 
be a workable project, capable of stor- 
ing many months of gas supply. Con- 
sequently, we are limited to meeting 
our peak demands by using other 
forms of natural gas storage and pro- 
pane, plus high Btu oil-gas manufac- 
turing facilities. We are continuing 
the study of other possibilities for 


load, interruptible sales, an‘ stor 
enables us to transport gas «_ the | 
est possible cost to the consy 
Without such balance, the cv st of | 
to the domestic house heatin:: custd 
er would soon become probh: bitiye 
most sections of the country 

Transco has made storage sen 
available to its customers «nd pj 
to supply additional storage ser 
as needed. 


Washington Gas Light Company 


taking care of peak requirements; | 
at this time, do not have complet 
formulated plans for additional 
cilities. 


Construction expenditures for pial 


additions of all kinds for 1959 aree 
mated at over $15,000,000— about 
per cent higher than 1958. 

To promote the use of gas air ¢ 
ditioning, a new, low air condition 
rate (approved by regulatory auth 
ties) became effective August 1, 19 
Summer cooling, which we hope 
secure by this promotional rate, sho 
build up to a sizable load and cont 
ute to filling-in the summer sales \ 


efficient, economical equipment that 
available today, as well as support 
to the fullest the research being di 
on new air conditioning equipment. 


Washington Natural Gas Company 


Be peculiarities of the natural 
gas supply and utilization in the 
Pacific Northwest are somewhat dif- 
ferent from the other sections of the 
country in that the Pipeline had an 
adequate supply of gas to serve many 
large volume interruptible customers. 
They designed a special rate which en- 
abled us to add a substantial load im- 
mediately after natural gas became 
available. 
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Seattle, Washington 
Cuas. M. SturKkey, President 


During the last two or three years 
we have had no problem on balancing 
our winter and summer load because 
as our winter load grew rapidly we 
were able to transfer customers from 
the Pipeline’s interruptible rate sched- 
ule into our own firm schedule and 
thereby fill the summer valley. This 
has enabled us to maintain a good 
load factor on our firm gas purchases 
and to actively solicit heating business 


which annually increases tle m 
mum day requirement. Because th 
is still a considerable amour t of § 
being purchased from the Pij:eline! 
strictly interruptible purpos:s 00 
so-called interruptible rate th it cat 
transferred into our own firm gas? 
chases to fill summer valley, we l@ 
felt no urgent need to supply :ddit 
al peak shaving requiremen s, ¢! 
through propane or und reroll 
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ts and ¢ 
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for th 
esults ¢ 
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eand Ji 
average 
Mcf co 
958, an 
Me 


ge fa ities. This, of course, does 
jean that we are not interested in 
meth ds of balancing load fac- 
but it loes mean that we have not 
ed to come to any definite 
et on when and how it 
one. 

normal operating compa- 
continually evaluating our 
its in the years ahead and 
fo-esee an urgent need down 
ways for some type of win- 
mer load balancing but we 
aade any commitments in 
thinking as to just how it 

be dene or where. 
:Mhe \ lume of new business we 
B& obt: ined through new construc- 
plus he additional home business 
bur oll system has called for about 
per cent annual increase in our 


own 


Western Kentucky Gas Company 


E are approaching the load fac- 
tor problem by two avenues. 
t, we are concentrating on build- 
up the off peak load through ag- 
sive sales of air conditioners, gas 
ts and other base load appliances, 
the development of industrial 


@| for the summer. 


esults of the residential base load 
ding efforts were noticed in ,our 
e and July statistics. In June 1959, 
average residential customer used 
Mcf compared to 3.3 Mcf in June 
958, and in July 1959 the average 
§2.5 \icf against 2.2 Mcf for July 
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maximum day requirement for firm 
business. 

All new large volume business be- 
ing added of a commercial or indus- 
trial nature has been on an economic 
feasibility basis where we have had to 
make large investments to obtain the 
new business. We have also used a 
similar yardstick for residential ex- 
tensions. However, it has been our 
general experience that we cannot af- 
ford to spend more than about $400 
of capital investment for each new res- 
idential heating customer to be added 
to our distribution system. Our use 
per meter is 3,921 therms per year 
against the industry average of 2,461. 

In 1958 we spent approximately $5 
million in our capital budget for all 
purposes, and in 1959 we anticipate 
the total expenditures will approxi- 
mate $7.5 million. This has been a 


Owensboro, Kentucky 
G. J. TANKERSLEY, President 


1958. We have been gratified by the 
reception of gas air conditioners by 
our employees and by our customers 
and we intend to add additional sales 
personnel to our air conditioning de- 
partment this winter. Incidentally, in 
a closely controlled survey, approxi- 
mately 50 per cent of the air condi- 
tioning prospects were turned in by 
employees and 36 per cent of these 
prospects were sold units. Practically 
all of our gas light sales are made 
through the efforts of our employees. 

The other avenue by which we are 
approaching the load factor problem 


more rapid rate of investment than we 
had originally contemplated because of 
the unexpectedly large volume of resi- 
dential building in our entire service 
area. It is difficult at this time to state 
what our construction requirements 
will be in the future because they are 
keyed so closely to residential con- 
struction but it is reasonable to expect 
they might remain in the neighbor- 
hood of $7 million for the next two 
or three years. 

For the first 81 years of operation 
the company spent for plant and addi- 
tions $20,700,000. During the past 44 
years the company has invested $20,- 
800,000 for plant additions, plus $2.5 
million on converting to the distribu- 
tion of natural gas. We feel that nat- 
ural gas is being accepted in the Pa- 
cific Northwest and our growth will 
continue on a healthy and sound basis. 


is by the continued development of 
underground storage. If present plans 
materialize we anticipate that we will 
more than double our underground 
storage capacity in the next 2 to 2} 
years. 

Our construction budget averages 
approximately $1,500,000 a year and 
we see no great change in this average 
in the foreseeable future. We think it 
is necessary to pipe communities with 
as few as 200 to 300 meter potential in 
order to combat municipal ownership 
in our service area. 


Wisconsin Power and Light Company 


re looking forward with op- 
ti ism to the continued expan- 
f -ur gas operations in our op- 
rea. 
ar, our total gas sales reached 
,000 cubic feet, 13.1 per cent 
previous year, and revenues 
to $4,764,000, up 12.8 per 
s represented 10.8 per cent 
npany’s total operating reve- 
n years ago, gas accounted 
er cent of our total revenues. 
icipation of this continued in- 
demand, we planned and com- 
new 10-inch pipeline from 
! Lac to Beaver Dam which 
a second source of supply for 
r city and completes a nat- 
loop serving the three cities 
| du Lac, Beaver Dam and 
pin. Cost of the new pipeline 
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Madison, Wisconsin 
Cart J. Forsperc, President 


was approximately $1,000,000. 

When sufficient supplies of natu- 
ral gas are available, this pipeline will 
permit us to bring service to two addi- 
tional communities, Mayville and Hor- 
icon, with a combined population of 
5,674. In anticipation of additional 
supplies of natural gas in the future, 
we made application and secured from 
the Wisconsin Public Service Com- 
mission authority to construct nat- 
ural gas distribution systems in these 
two communities. Work has_ been 
started and is expected to be finished 
by late fall. The cost of constructing 
the approximately 114 miles of dis- 
tribution facilities in these two cities 
is estimated at $392,000. 

Two pipeline suppliers desire to 
bring additional gas to our service 
area. Our customers are asking for 


more and an additional supply would 
enable more persons to enjoy the ad- 
vantages of natural gas heat and 
would make possible greater use by 
commercial and industrial concerns. 
We simplified and reduced our gas 
rates making them more attractive to 
large industrial commercial users. We 
continue to have a well trained engi- 
neer who specializes in industrial base 
load. 

Recent proceedings before the Fed- 
eral Power Commission have left the 
problem of sufficient additional nat- 
ural gas in our operating area un- 
solved. We shall, however, continue 
our efforts to obtain greater sources 
of supply, and then to vigorously pro- 
mote and sell increased use of nat- 
ural gas, which is our obligation, as 
a public utility, to our customers. 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
me AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
O*fices in 18 cities coast-to-coast 











“ CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 
Economic & Management Consultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 














SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 
Commonwealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 














DaY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 
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- Design 
- Engineering 
- Construction 


DRAKE & TOWNSEND 


Incorporated 
11 WEST 42ND STREET, NEW YORK 36,N. Y. 


LP-gas 
peak shaving 
EMPIRE GAS : and stand-by 
plants tor 
ENGINEERING CO. =... 
P.O. Box 1738. + industry 
+ design 


Atlanta 1. Georgia + construction 








FF For, Bacon & Davis 


id 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 


BaD VALUATION En inecrs CONSTRUCTION 
REPORTS G RATE CASES 











FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 











Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New York WESTBURY CLEVELAND 


Tucson 











GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 
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GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 








525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 











W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 











Harza Engineering Company 
Consulting Fngineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE * COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Thectre Building Ann Arbor, Michigan NOrmandy 8-7778 











Yee Ku lj reat Copoulion 


wee). eee re 
POWER PLANT SPECIALISTS 


DESIGN ¢ CONSTRUCTION MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA 


Mention the FortNIGHTLY—I/t identifies your inquiry 
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William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
on C CLASS COST ANALYSES for Developing CLASS RATES REGULATORY 
WATER OF RETURN and UNIT COSTS for use in neuencirar 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. e<- CHARLOTTE, N. C. 














MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


e complete management 
e@ consultation 
e special investigations 


NATIONAL CITY MANAGEMENT COMPANY 
Prudential Plaza — Suite 3500 e Chicago 1, Illinois ° MOhawk 4-6500 


NATIONAL CITY 














Pioneer Serviee &Engineering Co. 


CONSULTING, DESIGNING AND : : SPECIALISTS IN 
OPERATING ENGINEERS fi ACCOUNTING, FINANCING, RATES, 
Ya 


PURCHASING INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 














SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 
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SARGENT & LUNDY 
ENGINEERS 
Consultants to the Power Industry 


@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


Th 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys ©@ Depreciation Studies 
Regional Economic Studies ® Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











NEW YORK 
BOSTON 
CHICAGO 
PITTSBURGH 
HOUSTON 

SAN FRANCISCO 
LOS ANGELES 
SEATTLE 
TORONTO 


STONE «sWEBSTER 


ENGINEERING CORPORATION 


DESIGN + CONSTRUCTION - REPORTS + APPRAISALS 
EXAMINATIONS + CONSULTING ENGINEERING 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














& * 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 

















EARL L. CARTER 


Consulting Engineer 


—— 
Abrams’Aerial Survey REGISTERED IN INDIANA, NEW YORK, OHIO. 
Lop PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Topographic and Planimetric Maps Public Utility Valuations, Reports and 
a & a for all Original Cost Studies 
em wen 10 Electric Bustldin Indianapol3. d. 
Abrams Bidg. Lansing, Mich. 9 d mporss, In 























ENGINEERS, CONSTRUCTION AND 
BURNS & MeDONNELL MAINTENANCE CONTRACTORS 


Engineers-Architects-Consultants for the GAS INDUSTRY 


4600 E. 63rd St. Trafficway G telg ° ae bh cog 


Kansas City 41, Missouri 
327 So. LaSalle St., Chicago 4, HL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Orininal Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 


HARRISBURG, PENNSYLVANIA 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 


Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 

















Jackson & Moreland, Inc. 


Jackson & Moreland International, Inc. 
Engineers and Consultants 


ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 


F 

UTILTY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 

MACHINE DBSIGN—TECTINICAL PUBLICATIONS 

BOSTON — WASHINGTON — NEW YORK 








A. S. SCHULMAN ELEctTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COM MERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, LLL. 
Los Angeles Tampa 














PETER F. LOFTYS CORPORATION 


Design and Consulting Engineers 
Electrical + Mechanical ° Structural 
Civil * Nuclear * Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


L 
y 3 
exisueo~ 








The R. W.STAFFORDCO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 











LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 


Engineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—-Industrial Plants 
Studies—Reports 


St. Louis San Francisco . Washingtoa 














Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 

Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 








A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 
208 Virginia St., Mobile, Ala. 
rk St. Louis Pertiand 


New Yo 
i} s stationed thr hout the U.S.A. 








Mention the FortTNIGHTLY—It identifies your inquiry 
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Laclede Gas Company 
gf a AS Cee eee ree 
Leffler, William S., Engineers Associated 
*Lehman Brothers 
*Line Material Industries 
*Loab (Gari M.) Rhoades &' Co. 2.6... ccc cee eecee ss 
Loftus, Peter F., Corporation 
Long Island Lighting Company 
Lutz & May Company, Consulting Engineers 
MM 
Main, Chas. T., Inc., Engineers 
Martin Stamping and Stove Company 
*Merrill Lynch, Pierce, Fenner & Smith, Inc. ............ 
Miner & Miner, Consulting Engineers 
Minneapolis Gas Company 
Montana Power Company, The 
*Morgan Stanley & Company 
Mosler Dropository Corporation, The 
Mueller Company 


National Association of Railroad & Utilities 
Commissioners 

National City Management Company 

Newport News Shipbuilding & Dry Dock 
Company 

New Jersey Natural Gas Company 

Northern Illinois Gas Company 


*Osmose Wood Preserving Company of America, Inc. ... 


P 
Pacific Gas and Electric Company 
Pioneer Service & Engineering Company 
Pittsburgh Testing Laboratory 
*Plastic and Coal Chem. Div., Allied Chemical Corp. ... 
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Public Service Electric and Gas Company 
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Recording & Statistical Corporation 

Remington Rand Div. of Sperry Rand Co. ............ 
s 


Safety Gas Main Stopper Company, Inc. .............. 
Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 
Schulman, A. S., Electric Co., Engineers 
*Smith Barney & Company 
Southern California Gas Company 
Southern Counties Gas Company 
Speedy Therm Service Company 
Stafford, R. W., Company, The, Consultants 
Standard Research Consultants, Inc. .................- 
Stone and Webster Engineering Corporation 
*Studebaker-Packard Corporation 
Sverdrup & Parcel, Engineers & Consultants 
T 


i ee 


United Gas Corporation 

United Gas Improvement Company 
Vv 

Vermeer Manufacturing Co. ...............0000e0e0e 
Ww 

Western Kentucky Gas Company 

Westinghouse Electric Corporation 

White, J. G., Engineering Corp., The 
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Whitman, Requardt and Associates 

Williams, A. W., Inspection Co., Inc. ............00000- 
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cooking”? 


When utilities need financing, one of 


the first places they turn is to the Con- 
tinental Illinois. Our Utilities Division 
is staffed with specialists who have 
worked with utilities from coast to 
coast. Our central location and vast re- 
sources are added reasons why you 


should call STate 2-9000. 


ONTINENTAL ILLINOIS NATIONAL BANK 
and Trust Company of Chicago 


Resources more than 2) Billion Dollars Member F. D. I. C, 





INSTALLATION of 16,000-kw G-E steam turbine-generator and associated electrical apparatus was supervised by experienced G-E Project 
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Upper Peninsula Power Co. meets area growth 
with new 16,000-kw John H. Warden Station 


G-E engineers team with Stone & Webster 
Michigan, Inc., to expedite final start-up 


Latest chapter in the forward-looking construction 
and modernization program of Upper Peninsula 
Power Co. is the 16,000-kw John H. Warden Station 
at L’Anse, Michigan. Designed to help satisfy existing 
power needs of industrial and residential customers 
in the utility’s service area, this new station will also 
provide surplus power for anticipated growth. 
When Upper Peninsula Power Co. and Stone & 
Webster Michigan, Inc., selected General Electric 
turbine-generator and major auxiliary apparatus ex- 
clusively for the John H. Warden Station, their de- 
cision brought with it full advantages of G-E engi- 


THOROUGH PLANNING simplified project construction. Stone & 
Webster’s H. B. Follum, A. J. Seaburg, H. N. McCampbell, R. S. Hop- 
ping; G.E.’s L. E. Crane check station plans, 


neering teamwork. From preliminary design stages 
through final start-up, G-E engineers assisted in 
keeping costs down and in meeting project schedules. 
During the course of the project, General Electric 
engineers coordinated design, manufacture and de- 
livery of the turbine-generator and all major elec- 
trical apparatus, and provided technical supervision 
of installation of this equipment at the site. This 
coordination and cooperation between the two or- 
ganizations were important factors in the completion 


of this project on schedule and at a favorable cost. 
301-407 


MORE POWER TO AMERICA 


GENERAL @@) ELECTRIC 








UTILITY serves 11 counties in Upper Peninsula. Above: M . J. Hm 
Warden, President, Upper Peninsula Power; G. A. Pi more ® 
G.E.; W. Veeser, Upper Peninsula Power; C. M. Chumble., Gé 





